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RE: Federal Election Complaint Against Rick Hill For Congress Committee (1996),

Triad Management Services, Inc., Citizens for Reform, and Citizens for the Republic
Education Fund

Dear Commissioners:

This letter is a formal complaint by the Montana Democratic Party against the 1996 Rick
Hill for Congress Committee, Helena, Montana, Triad Management Services, Inc., Manassas,

Virginia and Citizens for Reform, and Citizens for the Republic Education Fund, Manassas,
Virginia.

We, the Montana Democratic Party, further request that the Federal Election Commission
expedite this investigation and determination of these allegations because of their critical
importance to the citizens of Montana and the United States. The 1996 election cycle saw the
emergence of a new hybrid, third party election activity which makes a mockery of federal

election law. If this type of activity is left unchecked by the Federal Election Commission, we
can only expect it to dramatically increase in the future.

Information gained from investigations by the U.S. Senate Committee examining alleged
election law violations in the 1996 elections documents the creation of a new type of
organization funded by a handful of wealthy interests to circumvent election laws. The minority
report from that Senate Committee documents the activities of Triad Management Services and
how it created two shell organizations, Citizens for Reform and Citizens for the Republic

Education Fund, to spend between three and four million dollars in 29 House and Senate races
and circumvent election laws.

The Montana U.S. House race between Democratic nominee Bill Yellowtail and
Republican nominee Rick Hill was one of those 29 races. We contend our complaint is
particularly significant both because it involves the activities of Triad and its two front groups in
the 1996 congressional race and because it also reveals active cooperation and coordination
between Triad, its two front groups and the Rick Hill campaign.

The Montana Democratic Party has no quarrel with legitimate organizations freely
participating in the electoral process as long as they abide by federal and state election laws.
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During the 1996 Montana election, numerous organizations of different political persuasions
legally made their viewpoints known to Montana voters. Their activities were within the
confines of election law and fully reported. While we may agree or disagree with their positions
on key issues of the day, as long as their activities fall within the law, it is their right to
participate in the public debate of policy issues.

It is our contention that the activities of Triad and their organizations, Citizens for
Reform and Citizens for the Republic Education Fund in coordination with the Rick Hill for
Congress Committee moved far beyond what is legally permitted and were in violation of
established election law.

Without decisive and swift action by the Commission, we fear inaction will be taken as a
signal that third-party special interests can operate with total impunity. This can only lead to
further public cynicism and reduced participation in the election process. We believe this is a
case in which disregard for election laws was so blatant that to do nothing is to give license to
those who place themselves above the law.

The Montana Democratic Party contends the following specific violations of campaign
law were committed:

1) The Rick Hill for Congress Committee, Triad Management Services, Inc. (Triad) and
Citizens for Reform/Citizens for the Republic Education Fund illegally coordinated and
participated in a “third-party independent expenditure campaign” to defeat Democratic
congressional candidate Bill Yellowtail in the 1996 election.

2) Triad and their committees, Citizens for Reform/Citizens for the Republic Education
Fund, failed to file with the Federal Election Commission as political committees and
report expenditures and contributors, even though the organizations spent more than
$125,000 for television advertising, paid phone banks, staff and organizational resources
to defeat Democratic congressional candidate Bill Yellowtail.

3) The Rick Hill for Congress Committee, Citizens for Reform and Citizens for the
Republic Education Fund failed to report in-kind contributions to the Hill campaign in
excess of $125,000. Furthermore, the contributions were in excess of the $5000
contribution limit per election cycle by political committees to federal committees.

4) Triad Management Services, a registered for-profit corporation, and Citizens for
Reform/Citizens for the Republic Education Fund, registered non-profit corporations,
shared staff and were in reality “branches” of the same organization. As corporations,
Triad and Citizens for Reform/Citizens for the Republic Education Fund violated federal
election laws that prohibit corporations from expending resources for the election or
defeat of federal candidates.

The basis for these allegations are contained within this complaint. Reference is made to
specific documents throughout and those documents are herein contained as exhibits.
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Violation 1: The Rick Hill for mmittee, Triad M ent Services, Inc. (Triad
iti f fi t ns fo li calnF d illegall

sional c: lYllwtalll e 1996 election

The November 3, 1997 issue of Time magazine (EXHIBIT 1) featured an article about a
“secret” memo written by staff member Carlos Rodriguez of Triad Management Services. The
memo described a meeting between a Triad staff member and representatives of the Rick Hill for
Congress Campaign to coordinate campaign activities in violation of Federal election laws.

Following the Time story, Montana Democratic Party Chairman Bob Ream tried
unsuccessfully to obtam a copy of the memo from Triad and Congressman Rick Hill.

On December 12, 1997, the Montana Democratic Party and the Bill Yellowtail Campaign
were provided with a copy of the “Triad Memo” (EXHIBIT 2) by Montana Lee Newspaper State
Bureau reporter Kathleen McLaughlin. The Montana Democratic Party has examined the memo
and found it does indeed document the coordination of more than $125,000 of illegal advertising
and other campaign activities for the purpose of defeating Bill Yellowtail and electing Rick Hill
to the U.S. House of Representatives.

Federal Election Law speaks clearly to the illegality of candidates’ campaigns and
“independent” third parties meeting to coordinate activities to elect or defeat a candidate in a
federal election. The Federal law, 2 U.S.C. 431(17), defines independent expenditures as:

“Independent expenditure means an expenditure by a person for a communication expressly
advocating the election or defeat of a clearly identified candidate which is not made with the
cooperation or with prior consent of, or in consultation with, or at the suggestion of a candidate
or any agent or authorized committee of such candidate.” - (11 CFR 109.1)

The regulation further defines coordination as:

(I) Means any arrangement, coordination, or direction by the candidate or his or her agent prior
to the publication, distribution, display, or broadcast of the communication. An expenditure will
be presumed to be made when it is --

(a) Based on information about the candidate’s plans, projects or needs provided to the
expending person by the candidate, or by the candidate’s agents, with a view toward having an
expenditure made; - (11 CFR 109.1 (4)(I)(A))

The “Triad Memo” demonstrates a deliberate and sustained strategy by candidate Rick
Hill, his campaign, Triad and its front groups, Citizens for Reform/Citizens for the Republic
Education Fund to defeat and smear the character of Democratic Congressional nominee Bill
Yellowtail.

This strategy was actively participated in by candidate Rick Hill, despite his pledge to not
engage in personal attack campaigns as reported in the Missoulian, May 31, 1996 (EXHIBIT 3).
Exhibit 4 chronicles the history of Congressman Rick Hill’s involvement and public statements
in this strategy to advance his own political career.
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The following discussion is an overview of how the attached exhibits document both the
ties between Triad and Citizens for Reform/Citizens for the Republic Education Fund and the
contact between officials of the Rick Hill campaign and Triad.

The “Triad Memo” (EXHIBIT 2) on Page 1, Lines 1-2, establishes the “Date of Visit:
September 24, 1996” with the Rick Hill Campaign Committee in Helena, Montana.

The Rapid City Journal (EXHIBIT $5) identifies Carlos Rodriguez as the Triad staff
person in contact with congressional campaigns and author of Triad memos outlining their
assistance to Republican candidates. In that same article the Journal reported that Carolyn
Malenick, President of Triad was also the President of Citizens for the Republic Education Fund
in their incorporation papers. (Rapid City Journal, September 20, 1997)

Inside the New Congress (EXHIBIT 6) identifies Carlos Rodriguez as one of three
members of the Board of Directors of Citizens for the Republic Education Fund along with

Republican activists Lyn Nofziger and Dave Gillard. (Inside the New Congress, November 1,
1996).

U.S. News (EXHIBIT 7) reported that Lyn Nofziger identified Carolyn Malenick,
President of Triad, as recruiting him to serve as the “titular” head of Citizens for the Republic
Education Fund. (U.S, News, January 8, 1997)

In an interview with Montana Associated Press (EXHIBIT 8), Kathleen McCann,
administrative director of Triad, admitted that Triad managed Citizens for Reform. (Montana
Standard, October 25, 1996)

Inside the New Congress (EXHIBIT 6) reported that Triad managed both Citizens for
Reform and Citizens for the Republic Education Fund. (Inside the New Congress, November 1,
1996).

The minority report by the U.S. Senate Committee investigating alleged campaign
violations in the 1996 elections found that:

“(1) The evidence before the Committee suggests that Triad exists for the sole purpose of
influencing federal elections. Triad is not a political consulting business: it issues no invoices,
charges no fees, and makes no profit. It is a corporate shell funded by a few wealthy
conservative Republican activists.”

“(2)(C) Triad operated two non-profit organizations -- Citizens for Reform and Citizens for the
Republic Education Fund -- as allegedly nonpartisan social welfare organizations under

501 (c)(4) of the tax code and used these organizations to broadcast over $3 million in televised
ads on behalf of Republican candidates in 29 House and Senate races. Using these organizations
as the named sponsors of the ads provided the appearance of nonpartisan sponsorship of what
was in fact a partisan effort conducted by Triad. Neither organization has a staff or an office, and
both are controlled by Triad.” (EXHIBIT 22, Pages 1-2)

The anti-Yellowtail ads had a disclaimer that said they were paid for by Citizens for
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Reform. The text and disclaimer of one of two anti-Yellowtail ads by Citizens for Reform is
EXHIBIT 9.

Heather Martin, political director for the Bill Yellowtail Campaign, on October 22, 1996,
contacted Great Falls, MT, television station KFBB to learn who was paying for the anti-
Yellowtail ads. The station provided Martin with the name and address of Citizens for the
Republic Education Fund.

In an interview with the Bozeman Daily Chronicle (EXHIBIT 10) Larry Akey, spokesman
for the Hill campaign one year later admitted he had met with a staff member of Triad. (Bozeman

Daily Chronicle, October 28, 1997)

The Chronicle reported: “Akey agreed that the campaign met with Triad but insisted the
conversation was about fund raising and that there was ‘no conversation about advertising.’
He (Akey) said the Triad representative asked to copy news clips from the campaign’s files and
wasn’t heard from again.”

After four months of silence following release of the Triad memo, Congressman Rick
Hill, now also admits that members of his campaign, including his wife, met with a Triad staff
member at Hill’s campaign headquarters in Helena, Montana, Bozeman Daily Chronicle,
March 7, 1998 (EXHIBIT 23).

The Montana Democratic Party has found that the Triad memo documents potential violations of
election law in the following four areas:

i i I h Triad: The “Triad Memo™ notes a familiarity
and contact w1th four senior members of the Rick Hill campaign. The Hill Campaign officials
named in the memo include:

A.) Betty Hill, spouse of Rick Hill and the campaign’s county volunteer coordinator, is
noted as having ongoing conversations with Triad officials. The “Triad Memo” identifies Betty
Hill as a contact person for Triad and the Hill Campaign. EXHIBIT 2, Page 3, Lines 1-3, states:

“C.S.M. & M\M.O --1 have advised Betty Hill (wife of the candidate and an accomplished
campaigner herself) that she will be receiving a call from Meredith in the days to come to discuss
possible ways that Triad clients might be able to help.” The “I” in this sentence refers to

Triad staff person Carlos Rodriguez.

The initials C.S.M. and M.M.O. refer to Triad employees Carolyn S. Malenick and
Meredith M. O’Rourke. (EXHIBIT 5, Rapid City Journal, September 20, 1997)

Betty Hill was a senior member of the campaign. EXHIBIT 2, Page 2, Lines 12-13,
notes:

“The campaign has a good grassroots operation in place. It has Rick’s wife, Betty, heading up
that effort with volunteers as county chairman (sic) in all 56 counties.”
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B.) Larry Akey is identified as the Hill campaign’s “behind the scenes” campaign
manager.

“Larry Akey (husband of the state GOP party chair) is actually running the campaign on a day to
day basis behind the scenes.” ( EXHIBIT 2, Page 2, Lines 26-28)

In general observations concerning the strengths of the Hill campaign the memo notes the
“campaign has additional professional help provided by Jeff Larson and Larry Akey behind the
scenes.” (EXHIBIT 2, Page 2, Lines 9-10)

Triad was familiar and impressed enough with Mr. Akey’s “behind the scenes” activities
with the Hill campaign to list them as an important asset for the campaign. This would further
suggest more than a casual one time contact as characterized by Mr. Akey. The Montana press
has identified Larry Akey as a consultant and spokesman for the Rick Hill campaign (EXHIBIT
10). Mr. Akey is a professional Montana campaign consultant and lobbyist for gambling,
insurance and tobacco interests. He is the spouse of Montana Republican Party Chair Sue Akey.
It is unclear as to how Mr. Akey was paid for his services to the Hill Campaign.

C.) Bob Moore, of Moore Information and the Hill Campaign pollster, with offices in
Washington, D.C., Portland, OR, and Los Angeles, CA, is noted as having “identified the
specific points of contrast between Hill and Yellowtail and should be effective in it’s delivery.” (
EXHIBIT 2, Page 2, Lines 16-17)

The Triad memo on Page 1, Lines 16-30, discusses the findings of Hill’s polling which
showed Hill trailing Bill Yellowtail and identified the “key issues™ with which to contrast the
two candidates. Triad had access to and used Hill Campaign polling information in the
development of the Citizens for Reform’s advertising against Bill Yellowtail.

D.) Jeff Larson is the Vice President of Strategic Telecommunications in St. Paul,
Minnesota. The firm contracted with the Hill campaign to provide phone bank services. Jeff
Larson was identified in the memo as the Hill Campaign phone bank coordinator.

“In addition, the phone bank operation in the state is being handled by Jeff Larson who is also a
campaign consultant to the Hill campaign.” (EXHIBIT 2, Page 2, Lines 29-30)

Listed among “needs™ of the Hill campaign by Triad was “$15K for Phone Banks.” Triad
front group Citizens for Reform conducted phone banks attacking Bill Yellowtail in the final
week of the ‘96 campaign. Neither the name of the Triad phone bank firm nor the source of
voter identified telephone lists Triad used in their phone bank campaign are presently known.
The Montana Democratic Party suspects Triad may have used the information or the services of
Mr. Larson’s firm in their phone bank attacks against Bill Yellowtail.

Thu”_chagk_Ad_em_s_m‘ The Tnad memo reports pollmg mformatlon supphed by the Hlll
campaign that showed Rick Hill trailing Bill Yellowtail in four different polls conducted June
14-16, August 7-11, August 23 and September 20, 1996. (EXHIBIT 2, Page 1, Lines 16-20)
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The “Triad Memo” states Hill campaign pollster, Bob Moore, “has identified the
specific points of contrast between Hill and Yellowtail and should be effective in it’s (sic)
delivery.” (EXHIBIT 2, Page 2, Lines 16-17)

The “Triad Memo” spells out and further identifies those “specific points of contrast”
for an effective advertising campaign. They included:

“Pro Hill

1) Jobs

2) Bal. Budget
3) Environment

Anti-Yellowtail

1) Wife beating

2) Robbery of camera store in college

3) Dead-beat dad

4) Voting against the elderly and families”
(EXHIBIT 2, Page 1, Lines 21-30)

Congressman Rick Hill now admits that his campaign provided Triad with polling
information. The March 7, 1998, Bozeman Chronicle reported:

“Triad officials met with members of the Hill campaign, including his wife, Betty, and the
campaign shared polling data, news clips and budget information with them, Hill said.

With the exception of budget data, all the information provided to Triad was already public,
Hill maintained.” (EXHIBIT 23)

Congressman Hill is not telling the truth in trying to minimize the value of polling data
provided to Triad. The polling data describing issues to contrast Rick Hill and Bill Yellowtail
(EXHIBIT 2, Page 1, Lines 21-30) were not public. The only polling data that was public
from the Hill campaign was information on candidate Hill trailing Bill Yellowtail.

Congressman Hill’s admission of supplying polling data to Triad further demonstrates
his complicity in the ongoing strategy to raise issues of candidate Yellowtail’s personal past.
On May 30, 1996, Rick Hill pledged to the voters of Montana that:

“my heart goes out to Mr. Yellowtail and his family over this whole situation . . . I don’t think
it will be appropriate for these issues to be rehashed in the fall campaign.” (EXHIBIT 3,
Missoulian, May 31, 1996.)

Despite Rick Hill’s pledge not to “rehash” issues of Yellowtail’s past, his campaign
commissioned a poll which specifically tested the effectiveness of personal attacks on Bill
Yellowtail. The content of the Hill campaign polls was reported to the Yellowtail campaign
by two Montana voters. Copies of the two reports on the content of the Hill campaign’s
August 1996 poll are found in Exhibit 24.
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Professional political polling is expensive. The number and length of questions on a
poll increases the cost of the poll. It is expensive for campaigns to test questions on issues
they are not considering using in campaign activities.

One has to ask why candidate Rick Hill would be polling in August of 1996 on issues
surrounding Bill Yellowtail’s past after he had pledged not to further discuss such issues
only two and half months earlier at the end of May?

That same Hill campaign polling data was referred to in the Triad memo (Exhibit 2,
Page 1, Lines 21-30.)

The Republican Majority Report of the U.S. Senate committee investigating
allegations of violations of campaign laws in the 1996 elections devoted just over one page to
a discussion of the Triad’s activities in the Montana congressional race (EXHIBIT 25). The
Republican majority members reported that:

“During the audit (of the Hill campaign by Triad), Rodriguez also learned that Hill did
not intend to raise the issue (of Yellowtail’s past marital problems).”

If Hill didn’t intend to raise those issues, then why did his campaign poll on those
issues and provide to Triad polling data identifying which particular issue was the most
effective to use in advertising against Bill Yellowtail? The Triad memo lists the number 1
need of Hill campaign as the need for a “3rd Party to ‘expose’ Yellowtail.”

Triad staff person Carlos Rodriguez, in the memo, noted the strategic value of the
polling data obtained from the Hill campaign pollster Bob Moore in crafting the advertising
message against Bill Yellowtail (EXHIBIT 2, Page 2, Lines 16-17).

Triad staff person Rodriguez and officials from the Hill campaign obviously discussed
the issue and it’s potential impact against Bill Yellowtail based on polling data provided by
the Hill campaign.

It should be noted that the Senate committee’s majority (Exhibit 25) admits they based
their findings solely on evidence provided to them by Congressman Rick Hill’s campaign.
The Republican majority’s report notes they were unable to depose Carolyn Malenick or
Carlos Rodrigeuz from Triad. The Senate committee’s majority staff also never contacted the
Bill Yellowtail campaign for any information.

The Senate Majority Committee’s conclusions concerning the involvement of
Congressman Rick Hill campaign coordination with Triad and Citizens for Reform were
seriously flawed and not based on a full examination of the facts involved in this complaint.
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Qn_B_ul_Y_ellmmm The “Tnad Memo” lists the spemﬁc needs of the H111 campalgn as:

“1) 3rd Party to ‘expose’ Yellowtail
2) Direct Mail

3) $15K for Phone Banks”
(EXHIBIT 2, Page 2, Lines 2-4)

It is our contention that Triad and the Hill campaign coordinated their advertising.
The Hill campaign ran positive advertising promoting Hill’s position on creating jobs and the
economy (EXHIBITS 11 and 12). The Hill campaign’s negative ads criticized Bill Yellowtail
for not supporting senior citizens and families (EXHIBIT 13).

Triad was the “3rd Party” for the attack ads against Bill Yellowtail under the guise of
their front group, Citizens for Reform. Citizens for Reform was managed by Triad (EXHIBIT
8). Citizens for Reform ran advertising attacking and distorting Yellowtail’s past on points 1-
3 on the identified Anti-Yellowtail issues in the Hill poll (EXHIBIT 9).

The “3rd Party” anti-Yellowtail advertising was statewide and substantial. Paul
Flaherty, chairman of reported Citizens for Reform, said the organization “spent $125,000 on
the Montana negative ads last year.” (EXHIBIT 14, Billings Gazette, November 5, 1997)

The “Triad Memo” notes the Hill campaign was spending $235,000 on television
advertising between October 1 and election day. (EXHIBIT 2, Page 2, Lines 18-19). The
anticipated advertising expenditures for political campaigns is usually a closely guarded
strategic secret and yet this information was freely shared by the Hill campaign with Triad.

According to the “Triad memo” and the press account (EXHIBIT 14) a total of
$360,000 in television advertising was spent in the last five weeks of the ‘96 campaign for the
benefit of Rick Hill’s election. More than a third of the total television campaign was paid for
by the Triad front group Citizens for Reform/Citizens for the Republic Education Fund. This
was obviously a substantial coordination of resources to elect Rick Hill.

4,) Triad/Citizens for Reform used Paid Phone Banks to Attack Bill Yellowtail: The “Triad
Memo” notes additional need of the Hill campaign for “$15K for Phone Banks.” (EXHIBIT 2,
Page 2, Line 4). In the last week of the campaign Montana voters reported to the Yellowtail
campaign that they were receiving phone calls attacking Bill Yellowtail on the same topics
covered in the Triad/Citizens for Reform television ads (EXHIBIT 15).

Triad was particularly interested in the Hill campaign having a phone bank operation.
It is listed as a positive asset for the campaign that the phone bank operation was headed by
Hill phone bank coordinator Jeff Larson. (EXHIBIT 2, Page 2, Lines 9, 29-30)

The effectiveness of phone banks depends on the quality of the voter lists from which
to call. In Montana there is no registration by political party. Therefore, phone bank calling
lists are costly to develop and of considerable value to any campaign effort. Again, it is not
known how Triad’s phone banks obtained their calling lists or what firm they employed to do

9
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the calling.
mm f Key Points in the Tri Relatin

The “Triad Memo” demonstrates significant coordination between Triad, its front
groups and the Rick Hill Campaign. We established in EXHIBITS 5, 6, 7, 8 and 22 that
Triad had staff members that served on the board of Citizens for the Republic Education Fund
that funded the Citizens for Reform advertising campaign against Bill Yellowtail. Triad staff
have admitted they managed both Citizens for Reform and Citizens for the Republic
Education Fund.

EXHIBIT 2, the “Triad Memo,” details the significant and critical coordination
between members of the Rick Hill campaign organization and Triad. The illegal coordination
included:

1) In-depth contact with four different senior Hill campaign organization members.
These included conversations with Betty Hill, the candidate’s spouse, and the
campaign’s “behind the scenes” campaign manager Larry Akey. Triad also had access
and shared information from Rick Hill’s pollster Bob Moore and phone bank
consultant Jeff Larson.

2) The memo reports extensive knowledge of Hill’s campaign staff, fund raising
status, campaign budget, polling information, media purchases, phone bank operation
and the campaign’s “needs” to win the election.

3) The memo reports Hill campaign polling information on how the campaign
television advertising should be developed and delivered on what issues.

4) The memo lists as “needs” of the Hill campaign for a “3rd Party to expose
Yellowtail” in advertising and phone banks.

5) The content of subsequent Triad/Citizens for Reform advertising attacking Bill
Yellowtail concentrated on the negative issues identified by the Hill campaign polling
data as the most effective.

The coordination and cooperation was complete. Triad had in-depth knowledge of the
Hill campaign’s staff, polling, budget, field operation, phone banks, advertising strategy and
campaign “needs.” The Rick Hill campaign was free to spend $235,000 on the “politically
acceptable” advertising while their “3rd party” partner, Triad, through its front groups
Citizens for Reform/Citizens for the Republic Education Fund, spent another $125,000 on
television attack ads of the most vile nature against Bill Yellowtail. Triad’s actions were for
the sole benefit of candidate Rick Hill. Triad’s activities were based on information almost
exclusively provided by the Hill campaign. This coordination was in direct violation of

Federal Election Laws pertaining to independent expenditure campaigns.

10 -
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Violati 1 Tn ir commi itizens for Re itizens for the Republic

Education Fund, failed to file with the Federal Election Commission as political committees

Federal regulations define a political committee as:

“any committee, club, association, or other group of persons which receives contributions
aggregating in excess of $1000 or which makes expenditures aggregating in excess of $1000
during a calendar year is a political committee.” (11 CFR 100.5(a))

The discussion of “Violation 1,” outlined the connections of employees and board
members of Triad, Citizens for Reform and Citizens for the Republic Education Fund in
Exhibits 5, 6, 7, 8 and 22.

Peter Flaherty, chairman of Citizens for Reform, stated their organization spent
$125,000 on negative ads in Montana in an interview published in the Billings Gazette
November 5, 1997 (EXHIBIT 14).

Both Flaherty, chairman of Citizens for Reform (EXHIBIT 14) and Kathleen McCann,
administrative director of Triad (EXHIBIT 8), maintain that the negative advertising against
Bill Yellowtail were “issue ads” and not meant to “expressly advocate” the election or defeat
of any candidate. Ms. McCann maintained the issue was “spouse abuse.”

The assertion that the ad transcribed in Exhibit 9 was not advocating the defeat of Bill
Yellowtail is patently false.

Triad and Citizens for Reform attempted to craft their political ad to circumvent
federal election law so that it did not use any of the traditional political advertising phrases
such as “vote against” or “defeat” Bill Yellowtail. This was a clear attempt to get through
what they incorrectly viewed as a “loophole” in election law. Triad and its front groups failed
to acknowledge an important second part of the federal regulation which further defines
“expressly advocating.”

The federal regulation, 11 CFR 100.2(b), further defines “expressly advocates” as:
“When taken as a whole and with limited reference to external events such as the proximity to
the election could only be interpreted by a reasonable person as containing advocacy of the
election or defeat of one or more clearly identified candidate(s) because --

(1) The electoral portion of the communication is unmistakable, unambiguous, and suggestive
of only one meaning; and

(2) Reasonable minds could not differ as to whether it encourages actions to elect or defeat
one or more candidate(s) or encourages some other kind of action.”

Reading the text of the ad (EXHIBIT 9) or more importantly viewing the actual ad

(EXHIBIT 16) can lead any reasonable person to only one conclusion as to the message and
purpose of the ad.

11
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Furthermore, if Mr. Flaherty and Ms. McCann were truthful that the ads were merely
objective and balanced “issue ads” dealing with “spouse abuse”, then why did Citizens for
Reform fail to report allegations of adultery and psychological spouse abuse made against
candidate Rick Hill by his former spouse in their advertising campaign to educate Montana
voters on the issue(EXHIBIT 17)?

Reports on the allegations of Rick Hill’s adultery and psychological spouse abuse were
widely reported in the Montana press on October 4-5, 1997 as shown in Exhibit 18. Mary
Spaulding, former spouse of Rick Hill in a reported interview with the Great Falls Tribune
stated:

“It was the affair that split us up. The trust was broken, we grew apart and I never felt
the same....There was no physical abuse, but mental abuse can be just as bad. And there was a
lot of that. Rick was constantly putting me down about my lack of education and my
appearance.” (EXHIBIT 17)

Citizens for Reform began airing their ad on October 21, 1996 (EXHIBIT 8), a full 16
days after the statewide reporting of Rick Hill’s lying about the causes and circumstances of
his divorce.

Triad president Carolyn Malenick confirms that the organization regularly monitors
the Montana media in a letter to Montana Democratic Party Chairman Bob Ream (EXHIBIT
19). The Triad memo (Exhibit 2) clearly states on Page 2, Line 32, Carlos Rodriguez will
“continue to closely monitor the campaign.” So it is unlikely they were unaware of Rick
Hill’s previous marital problems.

And Triad and Citizens for Reform/Citizens for the Republic Education Fund also
failed to educate the voters as to the full story surrounding the incidents involving Bill
Yellowtail’s past problems. Mr. Yellowtail’s former spouse, Professor Jeanne Eder, and
daughter, Kim Yellowtail, both publicly supported Mr. Yellowtail throughout the campaign.

Both Professor Eder and Kim Yellowtail appeared on a television ad to dispute the
Citizens for Reform attack ad (EXHIBIT 20). Exhibit 21 is a column by Ellen Goodman
discussing the “character issues” in the Montana congressional race.

In summary, Triad and their committees, Citizens for Reform/Citizens for the
Republic Education Fund, did not file with the Federal Elections Commission as political
committees even though they collected and expended funds in excess of $125,000 on
advertising for the express purpose of defeating Bill Yellowtail. Their defense that the ads
were merely objective “issue ads” is false given the content of the ad and their failure to
include similar problems that candidate Rick Hill had in his past.

12
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Federal regulations define contributions as:

“A gift, subscription, loan (except for a loan made in accordance with 11 CFR 100.7(b)(11)),
advance, or deposit of money or anything of value made by any person for the purpose of
influencing any election for Federal office is a contribution.” (11 CFR 100.7(a)(1))

It goes on to define “anything of value” as: “includes all in-kind contributions.”
(11 CFR 100.7(a)(1)(E)(iii))

Limits on contributions by political committees are established by 2 USC section
441a.

In Clifton v, FEC, 114 F.d 1309 (1st Cir. 1997) it was established that if groups
preparing advertising campaigns consult with or collude with candidates or campaigns, then
the cost of the advertisements will be viewed as a contribution from the organization to the
campaign

The discussion of the “Violation 1" and Triad memo (EXHIBIT 2) clearly establishes
Triad worked with the Rick Hill campaign in the preparation of the advertising run by their
front groups, Citizens for Reform and Citizens for the Republic Education Fund. The Rick
Hill campaign provided polling information (EXHIBITS 2 and 23) as well as background
information in the form of news clipping files to Triad (EXHIBIT 10).

The discussion of “Violation 1" established that Triad and its front groups Citizens for
Reform and Citizens for the Republic Education Fund were all branches of the same
organization. The discussion of “Violation 2" documents Citizens for Reform and Citizens
for the Republic Education Fund as political committees and documents the purpose of the
advertising aired against Bill Yellowtail.

Federal election law clearly forbids corporations from being involved in federal
election campaigns. 11 CFR 114.2(a) states:

“National banks and corporations by authority of any law of the Congress are prohibited from
making a contribution, as defined in 11 CFR 114.1(a), in connection with any election to any
political office, including local, State and Federal offices...are prohibited from making

13
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expenditures as defined in 11 CFR 114.1(a) for communications to those outside a restricted
class expressly advocating the election or defeat of one or more clearly identified candidate(s)
or the candidate(s) of a clearly identified political party, with respect to an election to any
political office, including any local, State or Federal Office.”

Triad is incorporated under the laws of Virginia. Triad’s corporate ID number is
#0465800-1 and it’s letterhead notes it is a corporation (EXHIBIT 19).

Exhibit 22 is the minority report from the U.S. Senate committee investigating alleged
campaign violations in the 1996 elections. That report found:

“Triad conceived the idea, apparently in early 1996, of creating two nonprofit corporations --
Citizens for Reform and Citizens for the Republic Education Fund -- solely for the purpose of
airing advertisements without disclosing the sources of their funding. The two groups
incorporated on May 5 and June 20, 1996, respectively, within weeks of Triad itself. In post
election marketing material, Citizens for the Republic boasted that it had “no endowed chairs,
no fellowship programs, no committees and no departments. In fact neither Citizens for
Reform nor Citizens for the Republic had committees, programs, or chairs. They had no
chairs of any sort, nor desks, offices, staff, or even telephones. Instead, Citizens for Reform
and Citizens for the Republic each consists of a set of articles of incorporation, a post office
box, and a bank account. Neither organization has ever engaged in any service or activity
other than paying for the production and airing of political advertising. They are justifiably
characterized as shell companies created as mechanisms for funding million-dollar political
advertising campaigns and to create a patina of credibility for the advertisements.” (EXHIBIT
22, Pages 13-14.)

The Montana Democratic Party respectfully submits this complaint to the Federal
Elections Commission. Through our research and supporting documents, we believe we have
established extensive coordination among the 1996 Rick Hill for Congress Committee, Triad
Management Services, Citizens for Reform and Citizens for the Republic Education Fund.
This coordination is in clear violation of federal election laws and was done for the purpose of
advancing the election of Rick Hill and defeating his Democratic opponent Bill Yellowtail.

We contend Triad, Citizens for Reform and Citizens for the Republic Education Fund
failed to register as political committees. As political committees, they should have been
subject to all federal election laws which govern such committees. We request that upon a
finding that these groups were in fact political committees, that the FEC also find them
in violation of those relevant federal laws and regulations governing such committees.

We also contend the Rick Hill for Congress Committee, Triad, Citizens for Reform
and Citizens for the Republic Education Fund failed to report in-kind contributions in excess
of $125,000 to the Hill campaign and violated the contribution limits placed on political
committees.

Furthermore, Triad, Citizens for Reform and Citizens for the Republic Education Fund

at the time of the above documented violations were registered corporations. As corporations
they violated prohibitions from involvement in federal elections.

14
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In the course of the FEC’s investigation of this complaint, we believe the Commission
will discover numerous additional violations of federal election law. By concentrating on the
four main violations in this complaint, we by no means assert these were the sole violations
involving the Rick Hill campaign, Triad, Citizens for Reform and Citizens for the Republic
Education Fund.

Only by a thorough investigation can the FEC unravel this tangled web of campaign
violations by the named parties. We urge the Commission to conduct a prompt investigation
into the described matters and to remedy the violations by imposing any and all penalties
appropriate under law.

Respectfully submitted,

\CRP

Bob Ream
Chairman
Montana Democratic Party

Subscribed and sworn to before me
this __ 31% day of Marcs 1998

(bl L 4

Notary Public

15
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THE SECRET G.O.P.
CAMPAIGN

NEVW EVIDENCE SUGGESTS THAT IN '96,
REPUBLICANS WORKED HAND IN HAND WITH
GROUPS PURPORTING TO BE INDEPENDENT

BY VIVECA NOVAK AND MICHAEL WEISSKOPF /\WASHINGTON

Two weeks before the 1996 election, Democrat Bill Yellowtail was ina
neck-and-neck race for Montana's only House seat when a TV ad swooped
out of the Big Sky. "Who is Bill Yellowtail?" it opened. "He preaches
family values, but he took a swing at his wife.” Yellowtail lost. A year later
he's still trying to figure out who really took a swing at him. The ad's
sponsor was a nonprofit group with a do-gooder name, Citizens for
Reform. But the deeper mystery was how the organization knew to air a

.domestic incident more than 20 years old. Republican documents obtained

by TIME help piece together this puzzle. What they point to is the
possibility that G.O.P. candidates and groups that purport to be
independent may have broken election law by coordinating their strategy.

Citizens for Reform was really a shell for Triad Management Services, a
firm based in Washington that matches conservative donors with
candidates and causes. In late September, a Triad agent huddled with the
campaign of Yellowtail's opponent, Rick Hill, and figured out how to help.
According to a Triad memo, Hill needed a "3rd party to expose Yellowtail”
on "wife-beating." Citizens for Reform launched its ad a couple of weeks
later, sparing Hill the indignity of playing the mudslinger. It was a turning
point in the race, and it appears to be a prime example of the new dirty
word in the financing of elections: coordination.

The term is shorthand for a kind of collaboration forbidden under the law: a
party and its candidates are not allowed to direct outside groups to take
action on their behalf--and that includes making ads. In addition, any ads
paid for by these groups cannot explicitly advocate the election or defeat of
a candidate, even if they praise or trash the candidate in other ways. As

long as organizations obey these technicalities, they don't have to disclose
their activities publicly and can spend an unlimited amount of money on

10:27/97 11:07 AN



"HE SECRET “7.0.P. CAMPAIGN . hup.“www pathtindercom @ @K6Zaav "nf)Q 1997 dom. 971103 nation.the_secret_ga.hym}

campaigns.

The G.O.P. has long charged that the Democrats and the AFL-CIO must
have coordinated their efforts in 1996 as the union shaped its $35 million
campaign attacking individual Republican candidates. But the G.O.P. has
never had much proof. Instead, new material in the hands of Senator Fred
Thompson's investigating committee raises questions about whether
groups friendly to his party knew where to target their ads and what
message to use.

In the last weeks of the '96 race, Americans for Tax Reform, a nonprofit
group headed by Grover Norquist, paid for a campaign burnishing the
Republican image on the Medicare issue as well as an ad attacking New

:f Jersey Democratic Senator Bob Torricelli. About the same time, Norquist's
L group received $4.6 million from the G.O.P. Norquist and party officials

-~ have denied coordinating their efforts. But bank records reviewed by Time
9\. show that four days after a $2 million G.O.P. infusion, Americans for Tax
; Reform paid $280,000 to buy time for the anti-Torricelli ad, an expense the
T group could not cover otherwise. An additional $600,000 was paid out for
(] phone banks and direct mail less than two hours after the same amount

:ﬁ came in from the R.N.C.

Other documents turned over to the Senate Governmental Affairs
Committee by Bob Dole's presidential campaign further erode Norquist's
protestations of independence. R.N.C. deputy finance director and close
Dole adviser Jo-Anne Coe directed a $100,000 contribution to Norquist's
group from banana baron Carl Lindner two weeks before the election.
"Keep up the good work," she wrote Norquist. Norquist did not return a
telephone call seeking comment. An R.N.C. spokesman said the party
never dictated the use of money given to Norquist's group; Dole,
meanwhile, has volunteered to answer questions from Thompson's
committee this week.

Of all the groups in the G.O.P. universe, Triad was one of the most
effective at helping the party's cause behind the scenes. Citizens for
Reform and another Triad shell group ran ads affecting more than two
dozen congressional campaigns after a Triad consultant surveyed each one
to determine how best to make a difference. Triad attorney Mark Braden
denies there was collaboration, but if there was in the Hill-Yellowtail
contest, it did make all the difference.

time-webmaster@pathfinder.com
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. Rick H_:'II—-M TAL
HiINE
| Daze of Visit:
< September 24, 1996
] L Finances:’
v Money Needed To Electon: § 415,000
5 Cash On Hand (COH): $ 150,000
G New Income To Election:  $ 250,000
r
Shortage: S 15,000
%
| Campaign spending:
10 TV & Cable S 235,000
n - Radio $ 100,000
12 : Phones $ 15,000
TS Direct mail $0
| Overhead & Grassroots $ 65,000
“4 Polling S incjuded above
1S Total Expenditures $ 415,000

e 0. Polling:

"1 6/14 - 6/16 38/42 4

“8/7-8/11 30043 13
1 g 29157 -8
20 90 36139 -3

2|" . Iﬂ-' L'Q Issues:

22 Pro Hill
r A 1) Jobs
24 2) Bal. Budget
28 3) Environment
26 Anti Yellowrail
% 1) Wife beating
28 2) Robbery of camera store in College
29 3) Dead-beat dad

30 4) Voting against elderly and families




PAGE 2

LINE , - ¢ ®

) .

| .
ivaeg 1) 3¥Party to “expose” Yellowraj]
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IV. (Vgegg:.'

2) Direct Mail
3) $15K for Phone Barks

3

(Y]

S General Qbservation:
b

r 3

Rick Hill is an accomplished ¢andidate. He has experience both at the governmental and
pacty level. In addition to being a small businessman, he was chairzman of the staze party of
®  Monotana before deciding to become a candidate for Congress.

9 The campaign has addicional support in professional help provided by Jeff Larson and
1®  Larry Akey behind the scenes.

Il Good Points About Campaign:

The campaign bas a good grassroots operation in place. It has Rick's wife, Betty, heading

%

Iy up thaceffort with volunteers as county chairman in all 56 counties.

Y| . At the grassroots leve] they bave already planned and have locations for 1,500 4x4 signs,
18 25 well as 10,000 yard signs.

o . The survey work just done by Bob Moore bas identfied the specific points of contrast
19 between Hill and Yellowrail and should be effective in it's delivery. :

y 3 They have already reserved 4,800 gross rating points of ? TV between October 15t and
L] the election for a cost of $235,000.

:? . They also have started radio advestising and have budgeted $100,000 starting October

1st

22 ..B in out Ca

Z'a The weakest link in this campaign is the on-site manager who just came on board about
t 3 two weeks ago. Prior 10 Jommg the Hill campaign, the manager was the state director for the

lon:rv in Montana,

26 She has strength in adminiszation and weaknesses in the political operation. This should
&% ot be of great concem since Larry Akey (husband of the state party chair) is acrually runaing the
2% campaign on a day 1o day basis behind the scenes.

9 In addition, the phone bank operation in the state is being handled by Jeff Larson who is
Qo 2ls0 a campaign consultant wo the Hill campaign.

S| Action:

32 1) C.A.R.—Conrinue 10 closely monitor the campaign,
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2) C.S.M. & M.M.O.—[ have advised Betty Hill (the wife of the candidate and an

. |
- accomplished campaigner herself) that she should be receiving a call from Meredith

in the days 10 come to discuss possible ways that TRZ4D clients might be able to help.

Con clusion:

3
v
S This is a campaign that clearly can be won in November. Although 7 points behind a
G this time, Hill is behind only because his name ID is not that of Yellowrail.

)

8

A corppetent campaign will result in a victory. [ recommend full involvement by TRIAD

b




Exnimt 3

Republican House of Representatives candidates Alan Mikkeisen, Dwight MacKay
left to right, appeared at a debate Thursday night in Missoula.

9i5T02rPP0B8RZ

and Rick Hill,

GOPrivals |
vow to avoid

MISSOULIAN
MISSOULA MONTANA $9807

WY T

SUPERIOR CLIPPING SERVICE
OLENDIVE, MT. 406-365-6612

the —._mﬁﬂn?m 'Debate

By SHERRY DEVLIN . T \
of the Missoulian

Each of the three Republicans asking for their
party’s nomination to the U.S. House of
Representatives promised ‘Thursday night not to
“revisit” Bill Yellowtail's record of unpaid child |
support and burglary convictions if he is the
Democratic Party nomince.

“The public has discussed this quitc a little hit. The
media has discusscd this quite a little bit,” former
Yellowstonc County commissioner Dwight MacKay
said during a debate at the University of Montana.

“What people in Montana want is for us to attack

roblems in Montana, not problems with cach other,”
said. “Montana voters arc never wrong.”

Helena businessman Rick Hill said his “heart goes
out to Mr. Yellowtail and his family over this whole
situation.” Candidates willingly put themselvee on the
line, Hill said, “but to put your family on the linc is
another thing altogether.”

“I don't think it will be appropriate for these issues
to be rehashed in the fall campaign,” he said.

Newspaper accounts have, in recent weeks,
documented Yellowtail's failure to pay $1(0 2 month in
child support for five ycars and his conviction (and
ultimate pardon) for two burglarics while a student at
Dartmouth.

Yellowtail apologized for thosc lapscs in a
Democratic debate Wedncsday night.

On Thursday, Republican Alan Mikkelsen of St.
Ignatius said he was disappuinted in the negativism
that has marred both parties’ primary campaigns. The
Yellowtail issues “do not =n2“. to be rchashed,” he said.

In the GOP primary, Mikkelsen said he was
distressed by comments made about his religious faith.

The z.."-ﬂ_c:n-: debate drew about 40 peaple to the
Montana Theatcr, although it also was broadeast live
on KUFM and KGPR. There was littlc in the way of
fireworks. The candidates agreed on many issues: the
continued value of the Contract With America, the
need to give states a chance at welfare reform, the necd
for a strong defense that includes antiballistic missiles.

Hill and Mikkelsen said they would support a
constitutional ban on abortion. MacKay reserved
judgment until he saw the wording of any proposcd
amendment, but said he helieves “abortion is the wrong
choice. Life is the right choice.” |

MacKay. formerly chief of staff fur Republican Sen.
Conrad Burns. was challenged to defend his ability to
make his own decisions - rather than to do Burns®
bidding.

Sec DEBATE, Puge A 10
¢

Continued

He coniceded that he and the
senator likely would agree on mo-:
issucs. “But where he 1s incorrect,
will stand up and speak out agains:
him,"” MacKay said. Burns has
endorsed his former staffer for the
Republican nomination.

Hill offered himself as a vote fu
“diversity in the congressional
delegation.” He touted his
experience as a businessman and
pledged not to serve more than
three terms in office, to take no p.
increase until the federal budget i
balanced and never to vote to rais
taxes.

Mikkelsen, a rancher and
resource consultant, said he is eag
to be a leader in the “realignment
of the country.” He said the move
toward conservatism that began t:
years ago is “a move back to our
roots, a reaffirmation of our
understanding of freedom.”

Mikkelsen and Hill both said
they are frightened by President
Clinton and whet they belicve is h:
penchant for dishonesty.

“The president has the ability !
seem so sincere when, it seems to
me, he is not,” Hill said. “He has
the best political skills I've ever
scen, but he uses them in such a
dishonest fashion.”

MacKay, however, said he
admires Clinton’s intelligence anc
political astuteness. “He’s just
wrong most of the time,” he said.

Thursday’s debate was
sponsored by the Missoulian, the
League of Women Voters and U
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Exneit 4 . .

TIME LINE OF RICK HILL INVOLVEMENT IN BILL YELLOWTAIL CHARACTER
ATTACKS AND POTENTIAL ILLEGAL CAMPAIGN ACTIVITIES

May 31, 1996, Missoulian: Hill Pledges Yellowtail Past Not an Issue in Fall Campaign

Helena businessman Rick Hill said his “heart goes out to Mr. Yellowtail and his family over this
whole situation.” Candidates willingly put themselves on the line Hill said, “but to put your family on
the line is another thing altogether.”

“I don’t think it will be appropriate for these issues to be rehashed in the fall campaign,” he said.
Mid-August 1996: Hill Polls to Test Personal Attacks on Yellowtail

At the same time Hill was pledging not to engage in personal attacks on Bill Yellowtail, he
commissioned a poll by Moore Information Research of Portland to test the effectiveness of
characterizing Yellowtail as a wife beater and deadbeat dad.

If Rick Hill was not planning on making personal attacks, then why was paying to have personal
attack questions in his August 1997 poll?

The Rick Hill poll showed him trailing Bill Yellowtail by nine points.(Source: Moore
Information, September 18, 1997 Memo) These results showed Hill was not beating Yellowtail on a
discussion of the issues. He therefore had to discredit Yellowtail with personal attacks. This polling
information was known when Hill’s campaign met with a representative from Triad.

August 23, 1996, Montana Associated Press: Hill Breaks Pledge and Attacks Yellowtail on Child
Support Issue

Rick Hill claims his ’past divorce shows “ I lived up to my responsibilities every step of the
way....Bill walked away. That is the difference.”

August 31, 1996, Lee State Bureau: Hill Releases Divorce Papers to Assert His Superior Moral
Behavior. Again Breaks Pledge Not to Engage in Character Attacks.

Hill said he wanted to contrast his integrity with that of his Democratic opponent, Bill
Yellowtail.

September 10, 1996, Missoulian: Hill Again Attacks Yellowtail’s Personal Past During Missoula
Debate...Claims Media is Forcing Him to Discuss Issue. -

“Everywhere” he goes, people ask: “Has Bill Yellowtail fully disclosed all the facts about his
situation?”

“I agree that we need to focus on the issues,” Hill said. “But I do believe that the issue of
personal responsibility, how we handled our wives, our lives - how we’ve handled our lives - in the past
are a reflection on us.”
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Late September 1996: Time Magazine Alleges Hill Campaign Officials Met With a Triad
Representative to Coordinate Attacks on Yellowtail Through Expenditures by “Independent Issue
Committee.”

“In late September, a Triad agent huddled with the campaign of Yellowtail’s opponent, Rick
Hill, and figured out how to help. According to a Triad memo, Hill needed a ‘3rd party to expose
Yellowtail’ on ‘wife beating.” Citizens for Reform aired the ad ‘sparing Hill the indignity of playing the
mudslinger.”” (TIME: November 3, 1997)

October 4, 1996, Great Falls Tribune: Press Discovers Hill Did Not Release All of His Divorce
Papers. Former Wife Recounts Hill’s Adultery and Mental Abuse.

Mary Spaudling of Helena, Hill’s ex-wife, said Hill’s affair lead to a three-month separation and
his filing for divorce.

“I’m not denying there was an involvement, but it wasn’t what triggered my decision to file for
divorce,” he said. “It was a very difficult marriage from the beginning.”

“Spaulding remembered learning of the affair after Hill began coming home very late at night.
She recalled packing their three sons, aged 18 months to 8 years, in a car once and driving to the Sip-N-
Dip lounge where she saw Hill with the other woman. She said she begged him without success to come
home.”

“There was no physical abuse,” Spaulding said, “but mental abuse can be just as bad. And there
was a lot of that. Rick was constantly putting me down about my lack of education and my appearance.”

“Spaulding said, she resents Hill’s campaign implication that he is a model father who fought for
custody of their three sons after the divorce and eventually raised them.”

October 8, 1996, Great Falls Tribune: Hill Vows to Focus the Rest of the Campaign on Issues
Rather Than Personal Attacks

“Hill said he was ‘disheartened’ that his former wife brought her criticism of him into public. He
said he has divulged as much as he intends to about their divorce and hopes this is the last time in the
campaign such personal questions arise.”

October 21, 1996: Triad Front Group “Citizens for Reform” Begin Airing TV Ads Portraying Bill
Yellowtail as a Wife Beater

A little-known Washington D.C. organization is responsible for a pair of TV ads attacking Bill
Yellowtail as a criminal, wife beater and tax increaser.

Citizens for Reform began airing the commercials on some stations early this week in what a
spokeswoman said is part of a multi-state effort to emphasize issues it considers important.



28044201578

Page 3

Kathleen McCann, administrative director for Triad Management Group, which manages
Citizens for Reform, said the group is concerned with “social reform.” (AP: October 25, 1996)

October 22, 1996: Yellowtail Campaign Writes Stations Urging Them Not to Run the Citizens for
Reforms Attack Ads.

All Montana television stations were contacted as to the inaccuracies in the ads and the stations’
legal ability to refuse to air the advertising. The ads were also in technical violation of campaign laws
because there was not enough information provided in the disclaimer. The ads were pulled for a few
days, but resumed after the disclaimer was edited.

Qctober 27, 1996, Bozeman Daily Chronicle; Hill Campaign Denies Involvement With Citizens
for Reform Ads and Writes Group to Have Ads Pulled

“This type of overtly negative campaigning simply does not work in Montana,” attorney (for Hill
Campaign) Tom K, Hopgood wrote. “We demand that Citizens for Reform immediately stop airing
these advertisements.”

Bowen Greenwood, a spokesman for the Hill Campaign, insisted that the campaign had nothing
to do with the ads and didn’t know who was organizing or paying for them.

| “They’ve set themselves up to be well protected and that makes it difficult for us to get to them,”
Greenwood said.

[NOTE: '
1) The Hill Campaign’s letter to Citizens for Reform didn’t object to the ads because they were
unethical or misleading. They objected because that type of advertising didn’t work in Montana.

2) Bowen Greenwood professed the group was unknown to them and yet they knew where to send the
letter asking them to stop the ads.

3) Five days earlier the Associated Press had reported Triad was managing Citizens for Reform.

4) October 27, 1997 Hill campaign strategist Larry Akey admitted they had met with officials from
Triad prior to the ads running.]

Qctober 28, 1996: Bill Yellowtail’s Former Wife and Daughter Appear in TV Ad Disputing
Negative Ads.

The ad disputing the Citizens for Reform attack ads were run statewide by the Yellowtail
Campaign. Professor Jeanne Eder, Bill’s former wife, and Kim Yellowtail, his daughter, said since May
the personal issues raised were resolved years ago and they were supporting Bill for Congress.

Both Jeanne Eder and Kim Yellowtail campaigned throughout Montana on behalf of Bill Yellowtail.
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June 30 - July 29, 1997 , Representative Hill Press Releases: Rick Hill Congressional Office issues
4 Press Releases to Demonstrate His Support for Campaign Reform.

Hill repeatedly calls for a ban on “soft money” independent expenditure campaigns.

“People have lost faith in the whole system. It’s part of the responsibility of all of us to do
something,” Hill said. (Rick Hill Press Release, June 30, 1997)

[NOTE:
1) Some would question whether Hill’s attacks on “soft money™ expenditures are genuine or a
cynical attempt to try and continue to distance himself from the activities in the last campaign.]

. - Bureau: Montana Press Reports
Upcoming TIME Magazine Story will Report Triad Memo Links Hill Campaign With
Coordination of Citizens for Reform Ad Campaign. Hill Campaign Officials Admit They Met
With Triad Official But Deny Involvement with Ad Campaign.

“There’s no more truth to this story today than there was when Bill Yellowtail raised it a year
ago,” said Larry Akey, a consultant who worked on the Hill Campaign.

Akey agreed that the campaign met with Triad but insisted the conversation was about fund-
raising and that there was “no conversation about advertising.”

He said the Triad representative asked to copy news clips from the campaign’s files and wasn’t
heard from again.

“He (Akey) also repeated claims made last November that the Hill campaign had no idea at the
time who Citizens for Reform was or that it was affiliated with Triad. (Bozeman Chronicle October 28,
1997)

Larry Akey is the spouse of Montana Republican Party Chair Sue Aleksich Akey.

October 29, 1997, Lee State Bureau; Hill Claims He’s Innocent and is the Victim of a Rogue

Organization

“My Campaign was a victim of a rogue organization that came into our state spreading negative
information,” he continued. “The Rick Hill campaign has obeyed all election laws and was the first to
file a complaint against Citizens for Reform for their actions.”

[NOTE:

1) An interesting interpretation of the word victim. Hill was the beneficiary of an estimated
quarter of million dollars worth of advertising and phone banks engaging in character assassination of
his opponent and won the election.
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2) What possible interest did Triad have in hurting Rick Hill? Hill’s campaign has admitted they
met with Triad to discuss fund raising and provide press clips on Yellowtail’s background. Does anyone
truly believe the Triad campaign was aimed at helping Bill Yellowtail and hurting Rick Hill? ]

November S, 1997, Gazette Capitol Bureau/Medill News Service: Triad Admits to Spending
$125,000 on Attacks on Yellowtail. Contradicts Rick Hill Campaign Claims that the Ads Only
Ran a Couple Times.

“Flaherty said Citizens for Reform spent about $125,000 on the Montana negative ads last year.”

“Peter Flaherty, chairman of the group that funded the ads, said the advertising was legal. Why?
“They were issue advocacy,” he said.

[NOTE:
1) If the ads were issue advocacy, and the “issue” was the personal character of the candidates for
Congress, then why did not Triad run ads pointing out Hill’s past as an adulterer,
mental spouse abuser and hiding key parts of his divorce papers from the Montana media?
Hill’s personal character problems had been widely reported in the Montana press more then two
weeks before the attacks on Yellowtail began.

2) Triad admits to spending $125,000 on the ad campaign. Their front group, Citizens for
Reform also had paid phone banks that personally attacked Yellowtail in the last week of the campaign.
It is estimated that they spent at least an additional $100,000 on the phone bank effort.

3) Larry Akey said “the ad only ran in Great Falls for ‘one or two days’ and could not have
affected the outcome of the race.” (Lee State Bureau, October 28, 1997)

4) If Rick Hill is the victim of a rogue organization, what interest does his campaign spokesman,
Larry Akey, have in minimizing their impact on the election? The total amount spent by the Triad
campaign will determine the level of potential fines the Federal Election Commission could impose on
the Hill Campaign and Triad if they determine there was illegal coordination.]

November 18, 1997, Lee State Bureau: Hill Maintains He Can’t Get Triad to Release the Memo
Alleging Collusion in Illegal Campaign Activities.

Hill, Montana’s lone congressman, says he has no control over the memo.

“It’s not our memo, it’s not ours to release or not release,” said Pieper (Hill’s chief of staff). ‘It
is an internal document.’”

“There is nothing more frustrating than having ads run against you by an organization with no
accountability to Montana,” wrote Hill. “You and I agree on one thing: we need to bring some
accountability to independent campaigns.”

[NOTE: 1) What prohibits Hill from writing Triad for the memo?]



28044201581

vl ' air: Triad Denies Alliance with
Hill Campaign and Refuses to Turn Over Copy of ‘Memo Clted in Time Magazine Story.

“In order to clear up your obvious confusion allow me to start by stating there was absolutely no
‘alliance’ nor coordination of any sort between the Hill campaign and Triad Management Services, Inc.
or Citizens for Reform.”

a: Montana

Democratic Party Says
Memo Confirms Hill Campaign Coordination with Triad. Hill Continues to Deny Involvement.

The “Triad Memo” was faxed to Montana Lee State Bureau reporter Kathleen McLaughlin. A copy was
provided to the Montana Democratic Party.

‘“The three page memo does detail Triad discussion with Hill’s phone bank coordinator, main
campaign strategists and his wife.

It does not mention direct conversations with Hill, but Lamson (Joe Lamson, Bill Yellowtail
Campaign Manager) said the three other conversations are enough to prove violation of federal election
laws.

Also incriminating, said Lamson is Triad’s use of Hill’s internal polling numbers.

‘They talked to Hill’s polister about how to coordinate the ads,’ said Lamson. ‘I’d
say that’s collaboration.’

‘We did not request or coordinate in any way with them,’” (Congressman) Hill
said Friday.

Democratic leader Ream said his party won’t drop the issue.

‘I think it’s stunning and we fully intend to do something about it,” said Ream.”
(Montana Standard, December 13, 1997)
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DEMOCRATS BAY TAX-EXEMPT GROUPS ‘PRONT”

FOR NATIONAL REPUBLICANS
Tin MWolden who is ficing & ough revisvtion bil In GOING OUT UM
mr:-'smm?&n..muuw : { ON A »
Electioa C iasion shout & tor-cxempt groop thet is naalag "1 wess rvaily W g0 OME 6N & limd,
“vicioms" ads aganst him, compeign sy, Dut the :?: Wakt (D) besis [Sen}
PIC complaint may be jus the tp of the asherg e w lneper puats | (16 9 RIS ON R
':.mm”m e l°-'.....g...' ":’:’mm- e
Demoorms chargs thit (s ctganiaations we uniting to creses :.nwnkofuuw-‘-.mm
Dmaas ot a1 PR mARARAPEE | e ndd be gt b g
anrots
The asiona} party and Dumesrats 1 50versl ses — who e e S e e
began o frantic scareh this wosk looking for hbrmaation bSO 00 | Ng, guys Repabliom seslyst Joba
Srougn running “iwsus sdvocacy” sis in several cruclel vases — Wiongan. the big nevprine will be he
privasly say the orgsuisations are & frone for he Republican Gafant of two-ayts Son. Towm Burkia (D)
Natiena] Commines. i lowa % the kunds of Rep. Jim
RNC spolaswomnm Mery Crawford m)s she ks Duver LightSeat (R). “Tha fhet chae Huarkin hos 3

casinued on page 4 ‘D° balind his same is bcginaing 1o Inat
him,” says Mergun. whe was ene af' dw

Adogfarnte Sepubiinecn ssan sravaling " ourly Vol peadiczing e 1934 congeté-
COATE WON'T CHALLENGE JEFFORDS FOR LABOR mﬂm. the ,,:I": '_"
CHAIRMANSHIP, INBIDERS SAY !@n.:‘ww.m“*
Conservarive Sen. Daa Coats (R-IN) Kiealy will got chal- Distriet, and suseesstuilly defhod
leage moderaie Sen. Jim Jetiheds (A-VT) for i hibmansbip et | £ gemm for & cloan sveuy 0 the
e Ssnate Labor sad 2uman Resources Committss in the Bew o litioal & oohe

h&qm‘mmuﬂ
Nov. S, amvounsed het retiroment plans iaar sssslon, iguting Lonisints dnd Arkasoe wil sloce

that conservasives in the Seasls would sinne Recoastrection. And s Wesdy
oppase Seffords - argaskly the mos Kbaral Ragublican in the Jeating (R-LA) defeats Mary Landeiew
upper chamber - I the 105t (D-LA) snd Rep. Tim Hiutohissen (B~
Conservarive Republican insiders urged Coum, the Giird- AR) tvmps Winstea Bryant (D-AR).
rsoking member oh Labos, 10 chaliongs Jefibeds, the sealor-mast Pascoe 5ays, Repudlicans witl
membie onse Kegsthaum Mwmh.:ﬂs wmmmuu
argead hat Sefioeds could be denied We top post deapies the dme- House snd Suae.
honoved sadition of “penleriy rale” i the Samnte. Grover Nerguiet of Aseticans for
Bt during e second baif of the 106tk Congress, JolDweds Tax Raform agrues, pradiciing 8 OOP nx
becarns “a veam player” and “modse] conservadive™ tn wia fivor goin of two seun in e Senete and five in

contivmnd 00 Rt page covminued an poge &

Prasident Clinton vieits Mighigen to helps Rup. Lynd Rivess X . . . Keneas conservatives use push pot o

struss That Demecrat Jil Dasking is Jewish (33) . . . GOP, Demacratic Mmedersmes consider bigartsan atratagy

mestings (93) . . . independent pall shaws GOP’s Gurden Bmbh tnading in Oregon (98} . . . OECC lsunches
independent expenditure mxtacks in five stvae g 101, .|
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lasiders estiman that Desmocrats conld have more G 60 “true cenuise™ i the 105%. For Republisans, the
pumber of modersass Likkely won't inorease drumatically, bys that thetion slready boasts ot latse 50 lawmnaloery. “3¢
contriam tuless roek, you'll ses mpare and mare Republican modursans come out of the sloset,” & sefter for s GOP
paoderate says.
i mwnhﬁ:uhmuilﬂmmmwmﬁhm
organised. could play a reforming conpaign finance rales, finding & shors- and long-tenn solurion
fixing Modicwre and Sosial Securiy, und snsuring Gt “real” welfise refarm stays inwes. Purtharmore, e group
plans 10 be inssnimeptal ia delmcing the budget, lowaring taes anet maiatxining a bealdy sconomy.

“We reformed welfure lase sassion, and we had lase than 70 members,” seys & sowree with the GOP
Bunch. The sourcs it refinring % the weifire reforms bill sponested by Jehn Tasaer (D-TN), 2 Bhse Dog, snd Milks
q‘nm-mmumuﬁwwmaumumnwwm

DEMOCRATS ASSAIL “"MYSTERIOUS® TAX-EXEMPT GROUPS . . . hegins on page one

heard of sither groups and that-the RNC has o ties 10 sither crganizsion. Demoswrets also are questioning e togatity
of & tix-exempt group ~ wiich does pot have w reginer with the FEC ~ spending hundreds of thousends of dollars
on camenavelals, without disclosing any financial feports 1 the pudlie.

Thext alse is ikl infbmwaden shout the groups, o Clilsens fior Raligwn and e Citizsns far the Rapublic
Nducation FPund, bash of which sse sutaing lsse advecasy ads. Both groups, howevey, are buing munagnd by Telad
Dimagemant, 8 DC-baned Grm Gioe handive all anpetis of the 04 campeign, sveoydiag ts ssurces wilh Citinens fir

Bt u “media buywr,” who is weeking far Rep. S.C. Wetts' (R-OK) resloation b Snked the
onganizations, secording 10 sevezal ssuwces. The Weyer, Wwho boughe air tines for Cltlyens for in the Montans
and Fresuno/Bakentficld, CA, masketz, says Citizens for the Repubiie Bducarion Pund paid fir the ads.

The buyer rafarred all quastions to the Farweil Group, 8 New Ovieans firm handling the predustion of the
Campaign for Reform’s ads. Spoksapecple with the Farwell group refor cells w Trind. A Triad spoksspersen would
not clabarsne an what e compeny dows beyond “Smdralsing” fbr e two spoups, which we “soparwie” onganim.-
tiona, she insises. Mettonal Jowrnel axdeles this year have suid: “Triad provides ks wealihy cliagss with tips abowt
whaere sad how 0 funtio) campaiga eoumibutions  gex e biggeat bang for tha buck.”

The group, according 10 the articlo, is tylng 0 enpaim & TV advertising biits to help cowmnr the AFL-CI0's
$35 witlion infusion of fands Into 1008 457088 s cuvatty. And, according w FEC dosuments, the group woskied
ditigently 0 help sevayal conservative Republisens, iasduding Lonisians’s Weady Johltine tad Rep. Sam
Browabaek, the Ropublican s ans of Kanses® two Sensts ocsess, win their ivimery fighes.

Triad was founded severs! yeats ago by Carelyn Malenick, & conservasive activist who worked for mers
than four years a3 Oliver Nerth's PAC poiftical direcior. The company, which also has offices in Masasens,
VA, specializes in “providing suslysis snd inniligence on congresional comptigns t conservative daners.”
wMMMMMhMMMhmmhwm‘
“Leadms af conservative polizical sczion comminwes wat Malenisk's networking siclls.” suys Couservative
Campaign Pund chawman Poter Flaharty ia the article. Bz Flaherty 2100 hoath Chtiaens for Refocm, » lobby grovp
be organieed in May W countey the infusion of AFL-CIO monsy intw the polities! arens, Flsherty told Iuside Con-
e, ‘

*We wanted % 30 1 5ome pletet where laber unioss heve duseped mency,” Flaherty swrs. “to sorve 863
coumtarbelonce. Wa're not big players. We're defininly dwarfod by Jabor unions sod wial lawyers.™

The reform group s rysning ads ia Houss races in Kanees (Qnd and 3¢ Diseiass), Texss (1, 2, 11), Pesasylve-
nia (6). Califoreda (27, 42), Montana (st laege), New Yerk (26) and Aziowsas (1), Plsharty says. Ha wauld net
disclose how much ik is spending or its snaual budgec. . .

The ceganiastion is registared 38 9§ S01(C)4 tax-snempt ettty and, according 1o IRS spakospeapls, can rdx sde
as long a3 {v's Gome through 2 sapmaty foad, whish is tined. “Tha law ssys anly 301(C)3 orgamizations,” he moss
COmMMOn TX-ENAMEX JYOUPS, “are probribited,” the [RS spuree says. “A C4 can run ads, bix that can'’t be h*s primsry

Ciriaens for Refonn, according 00 Flaberty, formed as 3 lobbyiag greup 1o push for the “balenced budgst
parsoll seliciessions,” Flaheny, who headad ihe fundnmising group Chiseas for Rusgen duing 980w

hmt‘&wmtummwummum-smuum
sbout how the incumbent “wants (o give coadomns 10 leens,” a camspaign Source sayt. An o sgaiast Monuas’s Siit

Yallowtail smys: “He presches fumily values, but ha takes 2 swing o his wifa. c o next pags

4 . INSIOE THE NEW CONGRESS - November 1, 7806
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“Yallowiail's eoplanption: he enly tlepped her ance, but her 805¢ was not broken. Ms talks luw sud order, bue
nw-am:ummzmmmuvmm-mmmu

The Yollowtsil cormpaign lobbied a Cheane Folls, MT, TV station to pull the ad, and i Jid (ast week. Buz -
calripaign sources estimate e grovp ia spanding $34,000 ¢ week 10 olr 2 separate 4 on laxes. Siale Republicons axy
the adverdsersext questioning Yellowtil’s veluts Was “not & prolty spoL.”

“The ope an taxes is really, reslly good.” syt 2 top sTyte “Bait the personal 0be . . . ja Montana thes
can boomateng 6a you roal fisy.” Yaliowmil’s challenger, Rick HEl (R), taliced about Ghe slapping incident and the
Demoteal’s fsiawe o5 puy child support— both of which have been sohfianed by Ghe campaign — 2arly on, uail his
owm en-wifs weote a Jettar autlining Hill's bs paynsents on child suppert 28 wall, stale ssurces sy

Dut Holden sinff sy the group ia “guting srovnd finaace laws™ 3nd his wook plans 1o file 2 complaint sgainst
Citimas for Reforms and Fiehien’s chalioager, Chriine Latnboch.

“Wa're B0t going %o 1ot his Gweats map us." Fisherty anys. “We hove Fire Amendment righes.” Pisharty

the 2d¢ 88 “issun advocacy.” hecawss Chinms for Rofhers 4008 DOt “odvessts tha election or defbet of shty
em:.”mvcwuuhehwnﬂhcnubﬂﬂhmh\woﬁkm

‘The targers, sccordiag w Fiihnty, are selocted bated an thelr positions on issuss dat afffect the group.

Doa Simon with Cormnen Cowes, & grouwp sseking shutgts ia conpaign finunce law, says the ads sre ancther
sxaple of tas “axcessive abuas of ingus advececy Ms." :

A source with the Conter for Responsive Polltles adds: “Theea ads are difficult for viters, who are trying 1o
figure out whe is behind them.” :

Cltinens for Rofarm ise’t the enly secial welfare grou) runting kssus nis. Citizens for the Rupublie
Education Fuad a0 s airing similax wievision adverdsemonts in o couple of Senate races. The group, whish
former Roneld Resgan palkical dirscuoe Lys Nofulger chaby, is chiming in againet Jil Docking (D) In har
Winrton Beymae (D o 004 O RARaas” opes, Tomem s S sqpiast Arkamass Amemmey Qe

In Kenses, the ad, which the fand pald $7,000 w s 31 timas, describes Browaback's work at & “tax fighse”™

aad “eays that won't Wl hee peshiien on the balanced-budgw smendment™ Democsats say. Browabask's
canpeign is balag about the stiupaign, Shle SOULTES suy.

“Because the Mds do actdiactly advacate G elcetion of § capiiate, the 3d could slip threugh faderal elecsion
taw that Yypically requires the didelopme of campaign sentriburions,” a seures adds. A Falls. NY, firm.

Drusaa-Wickers & Asnc., produted the add, but, acotrding W toerces, compeny oficials “had boen direcied nct 5o
discuss the sdvartising campaign.” Climsas for e Republic Sducetion Fund hee henght s astimated $300.000
worth of TV In Kaneses, souvoss add,

The ssls agninst Bryws, whe ls hgging bohind Rep. Tim Hesshinssa (R) for tie apte Sanats sess fa Atkanses,
tatks sheut the the Demtacent’s “wastell spending™ and how ha’s “s0k en arises,” compaign sowrces suy. The
cumpaign pressured lesal TV stations  pull he ad. The stsion 1034 Deestor-Wiciars that uniees Oie siation ruoaivad
& lisz of divectors &k wauld deop the 466, KARK recelved & s that aamedt Netriger, Cariss Roduarigus end Devs
GENard &3 basvd memban.

"Netsiger mad Rodariguez fhiled 10 revarn colls seshing convmsnr

Nolxiger is 2ead of Nofsigw Copmmumications ia D.C., Tut sompany ssurces say his wark with the Fund is “on

his owa time.”
is s Sezxammto, CA~-hasad consulunz. who cune vader five smstier this yeor when s California sibe
Senzte candidmee sued his GOP challonger for libel. The suit samed Rodrigues wnd Ciitiard as dafindants.

The Chisns for the Republic Edocorion Pund — which is 2 soperate group from e Cikizens for the Republic,
2 PAC chaired by Ray Buchand® — was founded ia the cerly 19705 38 8 PAC for dea-Fresident Resgas, sy
Democwatic sources who have ressarched 06 grovp. R was fomadad by Rdwin Messs und Nofaiger, tan, according to
A0ciaied Fress reports, was bought by foxtner GOP presidentiol nsexines Put Buchanan, whe in 1993 changed the
aane w Aweriesn Cause. '

Buchmnan, however, has aothlag vo do with the group, Arnerican Canss Ypokespeopls say. Clhiyans for the
Republe, however, criginatod from Cixizens for Resgan. 1 growp thir Chizcns for Reform chigirman Flaherty und w
run during the 19808,

FEC vecards alen sthowed thag o 1991 Chizens for the Repudlic paid Bxy Buchanan $58.000 aud
Nofaiger $43,500. The Iscest FEC repomns shew thet tha grou raised $3,600 and has spent $5.500, having
stardng the year with ucarly $62,000. The erganisscion had $39,000 in bs caffers. Buchenan lists her bome
address 83 its headquarters,

WNSIDE TRE NEW CONORESS - November 1, 1998 s
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Exmevr #

- Click on graphic to find out more!

Election 96

The Money Behind the Message

By Jason A. Vest

While Republicans have been righteously annoyed by AFL-CIO ads this campaign
season, at least they had a clear notion of who they were dealing with. Last week,
Democratic congressional candidates in seven states--Kansas, Arkansas, Montana,
California, Pennsylvania, Texas, New York--were trashed in TV or direct mail ads
sponsored by two groups, the Citizens for the Republic Education Fund and the Citizens
for Reform. Submitted to TV stations or sent to mailboxes as "'issue advocacy” spots, the
ads slammed Democrats by name; one directed against Montana's Bill Yellowtail was so
harsh it even drew fire from Republican candidate Rick Hill, who asked Treasure State
broadcasters to yank it from the airwaves.

Indeed, Hill was so taken aback by the ad--which charged Yellowtail with “*taking a
swing at his wife"--he drafted an angry letter to Citizens for Reform. Problem was, he
didn't know where to send it. Since the groups were not registered as political action
committees, but as “*social welfare" non-profits, spending limits and disclosure
requirements didn't apply. At first, some reporters fingered Pat and Bay Buchanan, who
still control a PAC called Citizens for the Republic, as the force behind the ads. But the
Buchanans denied any connection.

28044201587

The mystery deepened when Little Rock's KARK-TV refused to air a Citizens for the
Republic ad without some background information from the group. The station received
the phone number and address for Triad Management Services in Washington, D.C.—-a

- *'management company,” according to a spokeswoman, for CREF and Citizens for
Reform, which, she said, are headed respectively by former Reagan aide Lyn Nofziger
and longtime conservative activist Peter Flaherty. .

Flaherty confirmed that he had been indeed been responsible the Citizens for Reform ads.
But when Nofziger was reached, he claimed he had virtually nothing to do with the CREF
spots. *'Seme people approached me asking if they could use an old foundation of mine,"
he said. "'I told them, ‘'There ain't no foundation,' and they asked if I would be the titular
head of a new one. I said sure, as long as I don't have to do any work." And who was the
leader of the group that asked Nofziger for aide? Carolyn Malenick, replied
Nofziger--head of Triad Management Services.

Once the chief fundraiser for Oliver North, Malenick is well-known in right-wing circles,
and founded Triad in order to *basically broker deals between donors and donees,"
according to one Washington, D.C.-based Republican activist. While there are disclosure
requirements for lobbyists, PACs, and party/campaign donors, there are none for a group
like Triad--which only advises contributors where to spend their money.
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Apparently Triad's clients gave generously to the two non-profits. In just ten days time,
the Citizens' groups dropped at least half-a-million dollars for air time, according to local
TV stations and ad buyers. Flaherty refused to identify the source of his group's funding
and Malenick did not return U.S. News's phone calls. So, although they behaved in a
PAC-like way, they were not held to the PAC standards of disclosure. According to Larry
Makinson, research director of the Center for Responsive Politics, it's yet another example
of election-year loophole excess. *"As long as independent expenditure ads dont use the
phrases ‘vote for,' "elect,’ ‘support,' *cast your ballot for,’ ‘so-and-so for Cognress,’ *vote
against,’ "defeat,’ or ‘reject,’, they're not deemed political expenditures, and aren't subject
to any reporting, or spending limits,” he said. '~ And with these ads, we may never know
who's paying."

Out Loud:

"A race to be the first to declare a winner in the presidential election, before millions
of Americans have the chance to vote, would be an irresponsible and damaging

course."
HALEY BARBOUR, GOP chairman, in a letter to executives at ABC, CBS, NBC,
CNN and Fox. :

Toles cartoon: The media are poised--to jump?
Washington Whispers: Clinton thinks about a job for Dole

For more news and political analysis, check out U.S. News Online's Election '96.

EDUCATION FINAN
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accurate.

Kathleen McCann, adminis-
trative director for Triad
Management Group, which man-
ages Citizens for Reform, said
the group is concerned with
“social reform.” She referred
other questions to the organiza-
tion's attorney, Mark Braden.

He could not be reached

A6—The >>o:3___o m*oamaa Butte, Friday, OQovo_. 25, 1996

Thursday for comment.

Yellowtail and Republican
rival Rick Hill condemned the
commercial that focuses on
Yellowtail’s personal life.

Yellowtail suggested Hill was
connected with the ad.

“In spite of Rick Hill's hand-
shake and his repeated pledges
not to engage in personal mud-
slinging tactics in this race, I'm
not surprised his campaign
would engage in this kind of tac-
tic,” he said.

“It’s a convenient tactic to get
some surrogate to do the dirty
work here,” Yellowtail added.
“Meanwhile, Rick smiles and
shakes hands and is ever so
pleasant for public consumption
here in Montana.”

Hill denied any involvement
in the ad and said the commer-
cial “goes beyond the bounds of
accepted Montana standards.

“It has no place in this cam-
paign and is an insult to both the
onmm&anﬁou and the voters,” he
said.

Here is the text of the contro-
versial ad:

e8s5102rFO82

D.C. m..c:a finances <m=os;m__ attack

. . By BoB ANEZ
of the Associated Press

: HELENA — A little-known
- Washington, D.C. organization is
R responsible for a pair of TV ads
R attacking Democratic U.S.
House candidate Bill Yellowtail
as & criminal, wife beater and
tax increaser.

Citizens for Reform began
* airing the commercials on some
stations early this week in what
a spokeswoman said is part of a
multi-state effort to emphasize
issues it considers important.

Some TV stations have
refused to broadcast the ad deal-
' ing with Yellowtail’s troubled

past because of concern that the

. label of criminal may not be

“Who is Bill Yellowtail?

“He uuouo__ou family values,
but he took a swing at his wife.

“Yellowtail’s explanation? He
only slapped her but her nose
was not broken.

“He talks law and order, but
is himself a convicted criminal.

“And though he talks about
protecting children, Yellowtail
failed to make his own child sup-
port payments, then voted
against child support enforce-
ment. .

“Tell Bill Yellowtail you don't
wuvn%o of his wrongful behav-

or."”

The ad refers to revelations

earlier in the campaign that

"Yellowtail failed to pay court-

ordered child support in the late
1980s, once slapped his first
wife during an argument and
was convicted of burglarizing a
store while in college.

The commercial doesn’t men-
tion that Yellowtail was par-
.__o_.sn for the burglary convic-
tion.

McCann said Citizens for
Reform does not advocate the

election or defeat of any candi-
date, but tries to deal with social
issues it considers important. In
Yellowtail's case, the issues are
spouse abuse and taxes, she said.

McCann said she did not
know the source of funding for
Citizens for Reform or how
much it's spending on the
Montana ads. She also could not
say how many candidates target-
ed by the group nationwide were
Democrat or Republican.

She said Citizens for Reform
is not registered with the
Federal Election Commission
because it is a nonprofit group.

In response to the ad address-
ing Yellowtail’s personal history,
the Democratic Congressional
Campaign Committee sent a let-
ter to Montana TV stations
warning them not to run the
commercial.

The letter Tuesday from
Robert Bauer, attorney for the
national committee, said the ad
could expose the stations to libel
suits and would require the sta-
tions to provide Yellowtail free
time to respond.



Exmnlr 9

c.mzu» foe Romenm
mmrmmwwxmmrmmcnmmmcom

ALL IN BLACK AND WHITE WITH WHITE LETTER ON A BLACK BACKGROUND
FOREBODING BACKGROUND MUSIC WITH DRUM MARCH BEAT

" " = geript
( ) = written text

"Who Is Bill Yellowtaill?®
(Large white letters on black screen: Who is Bill Yellowtail?)

*He preaches family values®
(He preaches family values)
*"but he take a swing at his wife"

(Picture of Bill above nawspaper article and source: AP 5/21/96)

*"Yellowtail’s explanation?"
(His explanatiom)

*"He only slapped hexr, but her nose was not broken."

(H. only "slapped®* her, but "her nose was not broken.) Over
article headline "Yellowtail heads off rumor, admits he

Blapped ex~-wife* Source: AP 5/21/96

"He talks law and ordex"

(He talks law and oxder)

"but is himself a convicted criminal”

(... but is himself a convicted oriminal.) Over news clipping

"Yellowtail’s felonies are college forklora® Source: Missoulian
5/25/96

28044201590

"And though he talks about protecting children"
{And though he talks about protecting children)

"Yallowtail failed to wmake his own child support payn-nts"
(Yellowtail failed to make his own child s

news clipping "Yellowtail had to pay $7. 300 in m
support® Source: Great Falls Tribune 1996

"Then voted against child support enforcement.”
g...tl)mn voted against child support enforcement) Source: HB44S
1985).

"Call Bill Yellowtail and tell him you domn’t approve of his
ul behavior.”

(Tell Bill Yellowtail you don’'t approve of his wrongful beha.vior )

(In red letters: ~"Call (406) 443-3620" )

(Paid for by Citiszens For Reforw)
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_ -
Party cdoudy,  H 11l may have broken
high of 51, low .
of 33, campaign laws

a3l By SCOTT McMILLION
i - 19128 |93

gz 7 Chronicle Staff Writer

. Rep. Rick Hill may have broken campaign laws by
Cli . plotting with a conservative group to air negative
ick on picture advertising against his opponent in the 1996 election,

for captionand ;1,0 magazine reports in its upcoming issue.
a better view. '

But a campaign official categorically denied any

Read the wrongdoing.

Chronicle
Classifieds! All wrhere's no more truth to this story today than there

current print was when Bill Yellowtail raised it a year ago," said

:l\;?iiiafti;:sa :; ¢ lc?;:g aiAgknc-ey, a consultant who worked on the Hill

updated each

Sunday. Hill, a Republican, beat Yellowtail to become
Montana's lone congressman.

Powered by Joe Lamson, Yellowtail's former campaign manager,

-Sllﬁgﬂ. - said the Democratic Party may file a formal complaint

Graphicsand  55ing Hill.

Power

Macintosh. “If what Time magazine says is true, we'll be filing a

complaint,” Lamson said.

At issue is a television advertisement that criticized
Yellowtail for once slapping his wife 20 years earlier.
Continued



Continued From Page One
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Chronicle News

NS FOR SCUIEWIPST MOMIANA | **

(Continued from page 01)

"He preaches family values, but he took a swing at his wife," the ad said. "He talks law and order but is
himself a convicted criminal.”

Yellowtail had admitted early in the campaign to slapping his wife and burglarizing a camera store while a
teenager but won the Democratic primary anyway. Hill vowed shortly afterward not to make Yellowtail's
indiscretions a campaign issue. '

A group called Citizens for Reform paid for the ad. That group is a "shell" set up by the conservative Triad.
Management Services, which "matches conservative donors with candidates and causes,” the magazine
reported. Triad met with the Hill campaign in September. '

"According to a Triad memo, Hill needed a 'third party to expose Yellowtail' on 'wife-beating," Time
magazine reported.

Citizens for Reform aired the ad two weeks later, "sparing Hill the indignity of playing the mudslinger,"
Time said.

Akey agreed that the campaign met with Triad but insisted the conversation was about fund-raising and
that there was "no conversation about advertising."

He said the Triad representative asked to copy news clips from the campaign's files and wasn't heard from
again. Yellowtail's offenses were frequently in the newspapers last year.

" Under current campaign laws, independent groups can run "issue" advertisements without opening their

books to campaign watchdogs. However, if there is coordination between the campaign and the
independent groups, it is a violation of campaign laws.

Lamson said that, if the Time story checks out, it confirms his suspicions. The existence of a memo could
also prove to be significant, he said.

"We knew he was doing it," Lamson said of the ads. "We just didn't know he was putting it in writing."

Time called Triad one of the nation's most effective groups at helping the Republican cause "behind the
scenes."

Citizens for Reform and other shell groups ran advertising in 24 congressional districts "after a Triad
consultant surveyed each one to determine how best to make a difference,” the magazine said.

Lamson said tracking polls showed the ads made a difference in Hill's favor.

nﬂp:.'. wwn .SUIIIUIIIHIII.WAAl)\nup.unn
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Rick Hill Bio Ad:

Shots of construction area on city street, combine, dump truck, trucker on the freeway, Rick
talking to woman at construction site (with a blue text box with white letters that says "small
business"), shot of new house construction site that moves down to a beautiful stream (with blue
text box with white letters that says "good jobs" then transition to a box that says "clean
environment”), kids on a school playground, Rick talking to workers with "Rick Hill for
Republican for Congress” in white letters. Followed by Rick sitting on a porch railing. Last
frame puts his face in a blue background.

Text:

V/O (man):

Montana’s economy: growing, changing, on the move.

We need a Congressman who really understands small business.

Someone who believes we can have good jobs and a clean environment.

Someone who wants our kids to have the chance to stay here, too.

A Congressman like Rick Hill.

Rick Hill:
"As a businessman I’ve been part of Montana’s economy for 25 years.

As a Congressman, I'll work to keep taxes down and government
regulation under control."

V/O (Man)

Rick Hill: Jobs for Montana ... Common Sense to Washington.
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!(iv'v‘gman)ﬁlck Hill republican running for Congress on jobs:

Rex Hue: *Smes™ Ap Exsarr 12.

the economy

(Hill) Small business and our farms and our ranches, these
are the backbones of Montana’s economy. | know,
because | built my own successful business here.

(woman)Rick Hill, a common sense conservative. Rick Hill
stands with us for lower taxes and less government
regulation. He has the experience and the ideas to help
make things better.

(Hill) | know what it takes to create jobs and economic

security. I've been on the receiving end of high taxes and

over regulation. | know what it means to fight for property

{ghts And | know how to win that fight. The other guys can
k about it, I've done it.

(woman) Like most of us Rick Hill raised his family and built
a life here, in Montana. Rick Hill, a main street business
man, not a politician.

(Hiil) Peg&e tell me they have to work at two or three jobs
just to make ends meet. They say taxes are taking a bigger
ite out of their paycheck then ever before. | say it doesn
have to be that way. If you want a congressman who's
been there, creating jobs, firsthand, | need your support.

(woman) Paid by Rick Hill, Republican for Congress
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Exmet 13 .: .

RICK HILL ATTACK AD
Oct. 14, 1996

VISUAL: Very flattering shot of Bill in a blue suit at a debate
or some sort of hearing. He gestures throughout the video and
continues talking. Camera pulls back to allow 1/3 black bottom
screen with Bill above. '

Kryons start coming in from left of screen and land below the
talking Bill Yellowtail.

White letters:

"CHECK MY RECORD"
SOURCE: MISSOULIAN 3/22/96

AGAINST RELIEF FOR FARMERS AND SMALL BUSINESS
SOURCE: HB 12 3/13/87 HB163 4/10/89

AGAINST TAX FAIRNESS FOR RETIREES
SOURCE: HB 57 12/16/93

VOTED FOR RAISING 26 DIFFERENT TAXES
SOURCE HB 44 7/17/92

FOR LOWERING PENALTY FOR ABUSING A SENIOR CITIZEN
SOURCE: SENATE JUDICIARY 1/28/85

AGAINST OUTLAWING TREE SPIKING
SOURCE HB 172 3/8/89

Red Large Letters:

DANGEROUSLY LIBERAL

TEXT:

NARRATOR: Bill Yellowtail told voters to check my record.

Okay...in the State Senate Bill Yellowtail voted against tax
relief for farmers and small business.

" Against tax fairness for retirees.

And then he voted to raise 26 different taxes.
He voted to lower the penalty for abusing a senior citizen.

For letting convicted murderers go free before serving a full
sentence.

And he was the only senator to vote against making tree spiking a
crime.

Bill Yellowtail's record...dangerously liberal.

DISCLAIMER: Paid by Rick Hill for Congress. [NOTE: No Rick Hill
picture on disclaimer.]
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Group defends 96

By CHRISTOPHER SHULGAN
Medill News Senvice

WASHINGTON - Last year's
negative ads may have cost
Democratic candidate Bill
Yellowtail a seat in the U.S. House.
Even Montana Republican Rep.
Rick Hill. who benefited from the
ads, called the conservative politi-
cal group funding them “a rogue
organization™ and said the ads were
illegal because they weren't issue
advocacy. Yellowtail supporters
also charged that the ads were ille-
gal for the same reason.

Zan *ter Flaherty. chairman of
__.’ that funded the ads. said
th rtising was legal. Why?

“They were issue advocacy,” he
said.

Was the negative advertising
issue advocacy? It depends on
whom you ask. Issue advocacy
advertising is at the center of the
campaign finance controversy in
Washington, a controversy that
spread 10 Montana last week after
._w__.ho magazine questioned whether
the Hill campaign was involved in
creating the negative ads. As long
as political advertising sticks to
“issue advocacy.™ organizations can
_.5. for the advertising with unregu-
ated “soft™ money, meaning they
can spend as much ss they want
and don't have to make their activi-
ties public. said Federal Election

Commission spokesman lan
Stirton. But a loophole in the defin-
ition of issue advocacy makes it
hard 10 say for certain whether ads
like the negative Yellowtail ads
were legal.

“Under the thinly veiled guise
of issue advocacy. these folks are
influencing campaigns,” said Joe
Lamson. Yellowtail's campaign
manager. “They claim they are
) able to raise issues, but the
ads are set up to influence cam-

gns.” :
pe “The law on what is, or what is
not, issue advocacy is 8 matier of
interpretation,” said Mike Pieper,
Hill’s chief of staff. “I don't think
there has been a definitive defini-

8657T0QZPP0OSG2

tion of what it is. which is what
leads 10 all the confusion about it.”
In the 1996 federal election
campaigns, $135 million to $150
million was spent on broadcast
issue . advocacy commercials.

according to Douglas Rivlin.’

Washington director of the
Annenberg Public Policy Center.
In companson. President Clinton
spent just under $62 million in his
1996 campaign.

Flaherty said Citizens for
Reform spent about $125.000 on
the Montana negative ads last vear.
Advertising containing the magic
words “vote for™ or “vote against™
is not issue advocacy but election-
eering — meant to advocate the

election or defeat of a candidate,
according to Stirton. Advertising
that engages in electioneering is
funded with “hard™ money. and is
stricily regulated v«,_-!. “If an ad
concerns iself with an issue. and
doesn’t contain an electioneering
message. basicallv. vote for or vote
against. then that's issue advocacy.”
said Cliff May, communications

director for the Republican’

National Committee.

But the line between issue
advocacy and electioneering is
harder to define when political
adventising appears 10 sway voters
10 one candidate or another but
does not use “vote for™ or “vote
against.” sccording to Stirton.

ads against Yellowtail

“There’s still some question
involving issue ads and when the
issue ads become electioneering.™
he said.

Lower courts that have consid-
ered cases involving issue advocacy
have ruled that only advertising
using the words “vote for™ or “vote
against™ is electioneering. Because
the negative ads against Yellowtail
did not use those words. Flaherty
said. the ads were legal. Which is .
where representatives from both
sides of the 1996 congressional
campaign disagree with Flaherty.
“It looked to us like this ad was
more than issue advocacy.” Pieper
said. ~It actually advocated the
defeat of Bill Yellowtail.”
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Montana Voters Reporting Citizens for Reform Anti-Bill Yellowtail Phone Bank Calls Involving
Accusations of Spouse Abuse:

Dema Harris

Helena, Montana

Susan Tilton-Chiovaro
Whitehall, Montana

Roger Sullivan
Kalispell, Montana

Lou Gates

Kalispell, Montana

Steve Thompson
Whitefish, Montana
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EXHIBIT 16

Video Copy of Citizens for Reform Anti-Yellowtail Ad
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Hill admits affair but says marriage was on the rocks

Spaulding, a state worker who has remar- them.

Candidate’s ex-vwife, upset by FEll's statements (TSRS Eem dliEit, i vopmso s st |
on campaign trail, brings '76 situation to light

Im__sq!v-:_u‘von-:un E:.ucna_o__.&.sn
| she thinks it is unfair for g yanautail says prolonged custody fight

By PETER JOHNSON after they had moved to Helena, Spaulding

._:!...nm.-ai:i. n_nn—e_.n&é_da_rztna.r-ocn?

,.E:_.on_.EnFnUn.:R. . ..Bur&m.nvvou::!_
izoovvo:u-..w:_,\o_.nmaum_m::omnm-cn.ao:onazn::.
__ot::_.u :nn..:n". prob- 10 focus on real dren." Hill disagreed,
. ——— : - is ; i ing he has empha-

, , Hill admitted Thursday he had “an in- ems ‘when there 1S issuesfacing ~ Saying he has
The former wife of Republican congres- " i ; plenty of stuff in Rick's sized his active involve-
sional candidate Rick Hill has charged that YoIvement” with another woman in Great own background.” Montana /10A  ment, but not dispar-

P ; Falls in 1976, but disagreed over its timing. : E——

he had an affair with a cocktail waitress : 3 She said she is not aged her role.

s while the couple was living in Great Falls in 11¢ affair was not the cause of the couple’s backing either candidate Yellowtail won the
1976. rift, he said. It started after he had already and was not urged to go Democratic primary despite revelations he

Mary Spaulding of Helena, Hill's ex-wife, . moved out because of marital problems and public by either Yellow- broke into a camera store as a college stu-

said Hill's affair led 10 a three-month separa- Was considering divorce, Hill stressed. tail or his supporters. dent; slapped his first wife so hard she re-
tion and his filing for divorce that year in  “I'm not denying there was an involve-  Rather, Spaulding said, she resents Hill's ceived hospital treatment. and failed to pay
Great Falls. The couple later reconciled after ment, but it wasn't what triggered my deci- campaign implication that he is a model fa- child support for five years.
she faced health problems, but the marriage sion to file for divorce,” he said. “It was a ther who fought for custody of their three-

was essentially shattered, she said. In 1980, very difficult marriage from the beginning.”  sons after the divorce and eventually raised See HILL, 10A

665T702PPOS8T
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Hill: Marriage ended in 1980 in Helena

FROM 1A
Hill has contrasted Yellowtail's

b und to his own in press in-
te saying he paid child sup-
po ght involvement in his

ch « s lives.

“1 uved up to my responsibilities
every step of the way,” Hill has said.
“Bill walked away. That's the differ-
ence.”

Hill also has provided reporters
with thick copies of legal records
from the 1980 divorce and long cus-
tody fight, with a news release
stressing there “was never any alle-
gation of violence or abuse.” He has
told reporters he and his ex-wife
had disputes over child support, but
he always paid what the judge or-
dered.

Spaulding and Hill disagreed over
when Hill's affair occurred within
their other problems in 1976.

Spaulding remembered learning
of the affair after Hill began coming
home very late at night. She re-
called packing their three sons,
aged 18 months to 8 years, in a car
once and driving to the Sip-N-Dip
) where she saw Hill with the
o man She said she begged
h ¥. hout success to come home.
He ' not move out until somewhat

* later, she said

Hill is just as certain the affair be-
gan after he separated from his
wife, moved out and was either con-
templating or actually had filed for
divorce. But he declined to discuss
particular details The Tnbune was
unable to reach the woman with
whom he was allegedly involved.

Court records show Hill filed for
divarce on May 18. 1976, saying the
marnage was “irretrievably bro-
ken.” and asking that the mother
have custody of the children. Hill,
who has been stressing his later ef-

forts to gain joint custody, said he
felt in 1976 that the sons should be
cared for by their mother because
they were so w.o:___n.

Both Spaulding and Hill agreed
that he moved out of the house in
the spring of 1976 for about three
months and returned temporarily in
early summer to care for the boys
while Spaulding recovered from fa-
cial surgery for injuries suffered ina
skiing accident that winter.

After Spaulding developed other
serious medical conditions, they at-
tempted a permanent reconciliation
and Hill allowed the Great Falls di-
vorce petition to lapse.

“When people have a crisis, they
try to pull together,” Hill said. “We
even moved to Helena _-»nnn...nu get
our marriage back together get
a fresh start. 1 tried very hard to
make our relationship work, but it
evidently didn't because four years
tater Mary sought a divorce.”

for her part, Spaulding said, "It
was the affair that split us up. The
trust was broken, we grew apart
and I never felt the same.”

In other charges that Hill and the
couple’s sons dispute, Spaulding ac-
cuses Hill of emotionai abuse dur-
ing their marriage and using his
greater income to win the children's
affection during the custody fight.

“There was no physical abuse,”
Spaulding said, “but mental abuse
can be just as bad. And there was a
lot of that. Rick was constantly
putting me down about my lack of
education and my appearance.”

“l aiso feel there are issues as
great as non-payment of child sup-
port, such as when one parent in a
divorce uses his greater income to
turn the children against the other
parent who was relatively poor,” she
saud. “That happened to me.”

In response, Hill said the last cou-

ple of years in the couple’s fre-
quently difficult 15-year marriage
“were a painful period for all of us,”
but he denied criticizing Spaulding
ﬂﬁq or buying their sons’ loy-

“I fought a protracted to be
involved in my children’s lives,” he
said. "As a consequence, I have an
excellent relationship with
them....But my kids also love their
mother, and they should.”

Hill also questioned why Spauld-
ing never raised those charges dur-
ing their seven-year custody fight.

Richard Llewellyn, a Helena at-
torney hired by Spaulding to review
those legal records, said he is not
surprised they dont include her
charges.

M—.n“nﬂ“.u no need for mﬁ&.
ing’s attorney to rge
emotional cruelty, he said, because
Montana is a no-fault divorce state.
The law only required the couple
”m_do the marriage was “irretriev-

ly broken.”

1t also would have been “very dif-
ficult and expensive” ?__.— Spauld-
ing’s attorneys to prove Hill was try-
ing to buy the children’s affection,
Llewellyn said.

At Hill's suggestion, two of the
couple’s now grown sons were
asked for comment. They generally
backed their father.

“There were times when our par-
ents argued,” recalled Corey, 27, a
Helena businessman, “But we were
in another room, and didn't want to
know what went on.”

Still, neither he nor brother Todd.
29, a Minnesota political consultant,
remembered their father criticizing
their mother.

Nor did the brothers think their
father bought their love.

As a boy of 13 after the divorce,
Todd Hill said it was natural for him

8O0SToZrrog?

to choose to live with his father,
with whom he hunted and fished.
He said his younger brothers made
the same decision Iater, but their
mother “never fully accepted it” and

‘at times made “hurtful comments

about not wanting to see us.”

“My decision had more to do with
trust ~ Dad’s always been there for
us,” he said.

Corey Hill said his father didn't
have much money at first because
he was starting a business. He re-
called one Christmas when the
three boys decorated “a scrawny
tree” and shared one present, a little
race car track.

Rick Hill was making more mon-
ey when he was in high school,
Corey Hill said, but had him eam
his first car, rather than buy it for
him. But his father always attended
his wrestling matches and cross
country meets, he added. -

Hill insists he provided copies of
his divorde record to the press in re-
sponse to questions from reporters
and the public - not to score politi-
cal points against Yellowtail.

He did contrast his child support
record to Yellowtail’s, Hill said, be-
cause one of his campaign themes is
the need for people to take respon-
sibility for their actions. But he said
he has not made that point a central
focus through ads, news releases or
direct mail.

Yellowtail has said he paid child
support for five years, but stopped
for five years when his income
dropped sharply after he went to
work on the troubled family ranch. .
He said he has changed since those
incidents occurred. His former and
current wives and daughter all sup-
port his campaign.

Hill remarried 13 years ago.

By Tribune Staft

Democratic congressional can-
didate Bill Yellowtail has had his
share of personal controversies
but took no pleasure Thursday in
news that Republican rival Rick
Hill has admitted to an affair.

*“I feel badly about the tumn that
this whole campaign took from
the outset,” said Yellowtail, who
faced primary campaign revela-
tions that he broke into a store as
a college student, slapped his first
wife and failed to pay child sup-
port for five years.

“I urge folks to look at the is-
sues that really matter to Mon-
tana’s future,” he said.

Yellowtail declined to discuss
Hill's situation, saying: “l dealt
with my own history when it
came up, and Rick’s going to
have to deal with his. But |

Focus on issues facing
state, Yellowtail says

pledged earlier not to get in-
volved in Rick’s past, and I'm go-
ing to stick to it.”

“We only have 32 days left until
the election, and I'm going to use
100 percent of my energy to con-
centrate on Montana's future,”
Yellowtail added.

Hill also said he hopes the fo-
cus of the election will now tum
toward the candidates’ stands.

“I've said all along that this
ought to be a campaign about is-
sues,” he said. “There are real
distinctions between Bill Yellow-
tail and me. and voters ought to
make their choice based on their
understanding of where we stand
on those issues.”

“Every aspect of our compaign.
has been based on where I stand
on the issues and what | would do
as a congressman.” Hill added,
"and | intend to keep 1t that way.”

Keating released from Arizona prison’

TUCSON, Arniz. (AP) - Charles
Keating Jr, symbol of the savings
and loan debacle of the 1980s, was
released from prison Thursday as
he awaits a hearing on whether he
should be granted a new federal tn-
al.

Keating’s release came hours af-
ter U.S. District Judge Manana
Pfaelzer in Los Angeles ordered his
release and set bail at $300.000.

The former Lincoln Savings &
Loan boss walked out of prison, put
his arm around two women, got in a
van and drove off. He ignored about
two dozen reporters who watched
from across the street

Keating's troubles began after his
American Continental Corp. bought
Lincoln and invested its taxpayer-
insured deposits in high-risk land,
hotel and secunties deals.

The gavermment estimated losses
to taxpayers at $3 4 billion after Lin-
coln was seized by regulators. one
of the worst S&L failures of a crisis
estimated to cost $480 billion.

Keating, 72, has been serving a
1)-vear state prnson sentence and a
12.vear, seven-month federal sen-
tence concurrently He has been iro-
prisoned in Tucson..Anz , for more
than 42 years
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TRLSD Management Svices, Im'_f

Tactical Resources In American Democracy

Extisir 19 November 19, 1997

Via Fax & Mail

Mr. Bob Ream

Chairman

Montana Democratic Party
616 Helena Avenue

Room 307

Helena, MT 59624

Dear Mr. Ream,

It has come to my attention from monitoring the Montana media that you seem to
think that there is or was some sort of “illegal alliance” between Congressman Rick Hill’s
campaign and Triad Management Services, Inc. or the non-profit organization Citizens
for Reform.

In order to clear up your obvious confusion allow me to start by stating there was
absolutely no “alliance” nor any coordination of any sort between the Hill campaign and
Triad Management Services, Inc. or Citizens for Reform.

So that you fully understand what took place, let me explain what Triad
Management Services, Inc. is and what we do. Triad is a for-profit firm. One service
that Triad provides is conducting political audits of campaigns to advise our clients as to
where it is in their best interest to make contributions. Our clients may use our research
and advice as they consider whether or not to contribute to a candidate’s campaign. We
do not dictate. The decision on whether to contribute is left solely to our clients. The
“memo” which you are demanding Congressman Hill to turn over to you is an internal
Triad document which Mr. Hill has never seen. It is the result of research conducted by
Triad on the campaign and was, in part, the basis of our advice to clients.

A separate service Triad provides is to advise our clients regarding support for
issue education efforts. Triad Management Services Inc. also has a management contract
with Citizens for Reform, a non-profit organization involved in educating the public
about serious public policy issues and where public officials and candidates for public
office stand on those issues. The television advertisement entitled “Responsible” which
you seem so upset about was intended to educate Montanans about where a candidate for
office, Mr. Bill Yellowtail, stood on the very serious issues of domestic violence, neglect
of child support and criminal activities. Citizens for Reform believed that Montanans
deserved to know that Mr. Yellowtail abused his wife, failed to pay his child support and
burglarized a camera store. The advertisement was well researched and accurate.
Moreover, this advertisement was reviewed by legal counsel.

The most important question which you obviously chose not to address was
whether any statements in “Responsible” were incorrect. The answer to that question is

8913 Early Street 53 D Street, S.E.
Manassas, VA 22110 Washington, D.C. 20003
Phone: (703) 257-0801 Phone: (202) 547-4040

Fax: (703) 367-8739 Fax: (202) 547-5303
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NO. Both political parties claim and still portray to the American people — to be tough on
crime. Some say that spousal abuse is an issue in which the government should not
intervene. But the government already has — by enacting laws governing family values.
Now maybe it’s not an issue when it’s the behavior of a candidate for office — but I don’t
believe you can turn domestic violence on and off like a light switch. As long as there
are speakers from the well and the passage of the laws is on the books, it’s an issue
regardless of political persuasion. Often, news organizations ignore this type of
important issue for horse race coverage.

More and more I am seeing how the Democratic party continues to have memory
lapses. Let me remind you that it was Yellowtail’s opponents in the Democratic primary
which brought these “20 year old” issues into the public domain. Well issues like these
cannot be put into a time capsule. Despite former efforts, after the primary to bury these
stories, you now seem intent to dig them up again. These actions lead to a single
conclusion.

It appears obvious that you are attempting to damage Congressman Hill by
suggesting his campaign and Triad somehow worked together on the advertisements.
That is absolutely false. In fact, from reading Mr. Hills’ comments in the press, it is
obvious that he knew nothing of the education effort by Citizens for Reform and even
criticized the effort.

I trust this explanation and reminder of the facts will satisfy your thirst for
information. Anticipating your request to my company for a copy of the memo, the
answer is no. If the Montana Democratic Party wants a copy of this “secret” memo, I
suggest you contact the Democratic National Committee which, unlike Rick Hill, does
have a copy leaked by the Democratic staff of the Senate Government Affairs Committee.
It was and remains an internal Triad document. By copy of this letter, I am notifying the
Montana press corps that your request to Mr. Hill for a copy of the memo is misguided
and appears to be nothing more than a cheap political attack on a Congressman elected by
well informed citizens of Montana.

Sincerely,

Carolyn S. Malenick

President & CEO
Triad Management Services, Inc.

CC: Editor, Billings Gazette
Editor, Great Falls Tribune
Editor, Missoulian
Editor, Montana Standard
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EXHIBIT 20

Video Copy of Campaign Ad Disputing Citizens for Reform Anti-Yellowtail Ad
by Professor Jeanne Eder, former spouse, and Kim Yellowtail.



Ihe Independent Kecord. Helena, Mont.,

thursday, October 24, 1996 .

ELLEN
GOODMAN

Montana’s
Issues of |
character |

ill Yellowtail ambles into the Leaf and
Bean coffee shop on Main Street look-
ing relaxed and downright amiable for
someone who has been through a poli-.
tician's worst nightmare. .

By now the Democratic candidate for Mon-
tana's'one congressional seat can recite the lead
of every story about his campaign. *‘Bill Yellow-
tail, comma, Q..:::m_ comma, wife-beater and
deadbeat dad ..

The burly, oso_.mo:n 48-year-old son of an Irish
mother and Crow father entered this raceasa
progressive with a reputation for women'’s issues
and for building coalitions. He was a charismatic’
three-term state senator and head of the regional.
EPA.

BUT ANYONE RUNNING for office now :Emp
expect to see their 10 worst moments on video-
tape. Yellowtail saw his worst three moments in
newsprint.

Moment 1: When he was caught stealing cam-

ném_._nm: Indian away from home and over his
ea

Moment 2: When he struck his first wife — -
once, but hard enough to warrant medical care.

Moment 3: When he fell behind on child-support
payments because he was dead broke and trying
to save his family ranch.

This morning, Yellowtail shakes his shock of
white hair, wondering how he could have believed
that these “'skeletons in my closet” would remain
private. “‘I had this innocent Montana cultural at-
titude that these were matters of our family and
we resolved them all over the years to our mutual
satisfaction. I thought it was “‘water under the
bridge."” Instead, his candidacy almost drowned
in these ..mca_mzo:m

But something remarkable happened tor an era .
of up close and (sometimes too) personal politics.
In the homestretch, Yellowtail has a 12-point lead .
in the polls. w:._anm against Republican Rick Hill:
— a divorced father who has said, *‘I stood up for
my kids; he walked away from his" — Yellowtail :
is way ahead in the support of Montana women.

THIS IS A STRIKING story in the annals of .
character politics. Every since Gary Hart tripped,
over the A-word, Americans have been i..&zsn
over the personal lives of public figures. Women .
in particular believe that a politician’s private .
behavior shouldn’t be left out of the public ac-
counting.

But over time, character assessment seems to .
have gotten harder, not easier. As Yellowtail him-
self asks: ‘‘Is a blemish or a set of blemishes on a
person’s past necessarily a reason to exclude
them from policy-making?”’ The answers seem tg*
be increasingly ambiguous: It depends.

This candidate survived his three worst mo- .
ments, in part because his whole family — includ-
ing his first wife and 26-year-old daughter — came
forward in his defense. ‘‘Actually bounded for-
ward,” is his appreciative phrase. .

He survived too because he talked and talked
and talked. He didn't excuse what had happened
15, 20 and 25 years ago, but he explained what he
had dope n:n ﬁ:@ :m had made amends.

era equipment as a young student at Dartmouth § 391 O

Exrnianr 21

He survived finally because as James Carville
recently told a roomfull of would-be campaign
managers, ‘“The danger of character attacks is
everyone is human.” Just this month, Hill's ex-
wife publicly claimed that Hill had an affair with’
a cocktail waitress 20 years ago.

Yellowtail's campaign has been, to put it
mildly, unusual — even disillusioning — in the
*“last, best place” state. Montanans have confront-
ed issues familiar across the landscape.

HOW DO YOU COMPARE “‘human’ flaws? In*
the presidential campaign, for example, how do _
you compare a husband who *‘caused pain’ in his
marriage and repaired it, with another who
walked out of his marriage with barely a word. .

How do you rank the importance of a private
life with public positions. In this case, *‘Bill Yel- ,
lowtail, comma, deadbeat dad,” is a pro-choice, :
v_d.w_.w% bill progressive. Rick Hill is a E.o.__mo
anti-Brady bill conservative.

And finally, how do you calculate someone's .
*“three worst moments’’ with the rest of their life?
“In Montana,” says Bozeman state Sen. Doro-

thy Eck, *‘we tend to know our politicians in a
more vo_.mo__m_ way, so these are not just attacks
on some TV figure but on someone we have met.
We don’t want to see people torn apart person-
ally.”

If that is true, this huge and diverse state may
be ahead of the ‘‘character’’ curve. Indeed, from -
time to time, Yellowtail steps outside his experi-
ence and ‘‘looks at it objectively.” .

*AS AMERICANS," HE SAYS this crisp morn-
ing, “‘we have to reconcile our morbid curiosity -
about people and our quickness to judge with this.
ethic that we teach and preach that every person
should seek to be better and if we stumble, we -
should pick ourselves up and dust ourselvés off
and recover."”

Bill Yellowtail stumbled. But if the polls are
right, the next headlines about recovery will read,
“Bill Yellowtail, comma, Congressman."

ELLEN GOODMAN /s a columnist for the Bos-
ton Globe.
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PART 2 INDEPENDENT GROUPS
Chapter 12: Triad

Triad Management, Inc., is a for-profit corporstion owned by Republican fundraiser
Carolyn Malenick. Malenick incorporated Triad in the spring of 1996 but appears t0 have
operated the business as an unincorporated entity since st least early 1995. Triad holds itsslf out
as a consylting business that provides advice to conservative donors about how to maximize their
political contributions. Triad oversaw advertising in 26 campaigns for the House of
Representatives and three Senate races. Triad's spendifig may have affected the outcome of some
elections. Because Triad is an unusual corporation directly involved in federal campaigns, the
Committee investigated its work. Despite the refusal by Triad and its lawyers to comply fully
with the Committee’s subpoenas for both documents and testimony, the Minority developed
substantial evidence of wrongdoing by Triad.

Based on the widmibefouthomekeﬂubﬂowmmwiduupm
to Triad and the two non-profit. organizations that it established:

(1)  The evidence before the Committee suggests that Triad exists for the
sole purpose of influcnciag federal elections. Triad is not a political consulting
business: it issues no invoices, charges no fees, and makes no profit. Itisa
corporate shell funded by a faw wealthy conservative Republican activists.

() Triad used a variety of improper and possibly illegal tactics to help
. Republican candidates win election in 1996 including the following:

(A)" Triad provided free services to Republican campaigns
in possible violation of the federal prohibition against direct
corporate contributions to candidates. These services included
raising funds for candidates, providing consulting advice on
fundraising and political strategy, and providing staff to assist

(B)  The evidence before the Committee suggests that Triad
was involved in a scheme to direct funds from supporters who
could not legally give more money directly to candidates,
through political action committees ("PACy”), and back to
candidates. Triad obtained from Republican candidates names of
supportérs who had already made the maximum permissible
contributions and solicited those supporters for contributions to a
network of conservative PACs. In many instances, the PACs then
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Pas

made contributions to the same candidates.

(C) Triad operated two non-profit organizations — Citizens
for Reform and Citizens for the Republic Education Fund — as
allegedly social welfare organizations ander
501(c)(4) of the tax code and wsed these organizations to
broadcast over $3 million in televised ads on behalf of
Republican candidates in 29 House and Senate races. Using
these organizations as the named sponsors of the ads provided the
appearance of nonpartisan sponsorship of what was in fact a
partisan effort conducted by Triad. Neither organization has a staff’
or an office, and both are controlled by Triad. Over half of the
advertising campaign was paid for and controlled by the Economic
Education Trust, an organization which appears to be financed by a
small number of conservative Republicans. :

Triad Management, Inc. ("Triad") is a corporation which appears to exist primarily to
make contributions to conservative Republican candidates in an attempt to help them win election
to Congress. Triad claims to be a legitimate business, but this is mainly so that it can evade the
disclosure and contribution limits of the campaign finance laws. Triad also created and ran two
other shell companies — Citizens for Reform and Citizens for the Republic Education Fund
(“Cirizens for the Republic”) - for the sole purpose of funneling millions of dollars into political
advertising. Even more troubling is that Triad's nonprofits were, in turn, largely funded by money
from two trusts: the Personal Trust and the Economic Education Trust. The Minority belleves -
that these two trusts were controlled by a very small number of wealthy individuals who sought to
keep their identity unknown. The facts suggest that these individuals spent millions of dollars to
llﬁ‘eammdomfeduddecﬁomdupiuopumcomludy‘omddepfﬁduﬂ election
awa, .

In the 1996 elections, Triad operated in 26 campaigns for the House of Representatives
And three Senate races. Triad's spending alone appears to have changed the outcome of some of
those elections. In Kansas, where Triad was particulady active, it may have changed the resultiin
four of six federal races, including a Senate race where the Republican candidate received

L::gmﬁwumonMTﬁad-

Mot disturbing, Triad is poised to become a modet for future elections. A fundamental —
premise of the 1976 campaign law is that voters are entitled to know who is funding candidates’
campaigns. As the Supreme Court noted in upholding that law: “[D]isclosure requirements deter
actual corruption and avoid the appearance of corruption by exposing large contributors to the
light of publicity. This exposure may discourage those who would use money for impraper
purposes.”' The ability of wealthy contributors to finance million-dollar advertising blitzes
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without disclosing their identity to voters fndamentally undermines the spirit and letter of cusrent
campaign finance laws. - '
BACKGROUND
Carolyn Malenick, the sole owner of Triad, is a graduate of Jerry Falwell's Liberty

University, and press reports have indicated that she has remained personally close to Falwell and
his family.’ Malenick appears to have spent her entire professional career in conservative

' Republican politics, primarily in the fundraising arena. Malenick initially worked for the
“conservative direct mail king” Richard Viguerie.® Subsequently, she raised funds for Oliver

North's Freedom Alliance, 8 nonprofit organization founded by North in the wake of the Iran--
Contra scandal that has been criticized for raising millions of dollars in undisclosed funding for
North's political activities.* Malenick went on to raise funds for North's losing 1994 bid for U.S.
Senate.’ Malenick is also a member of the Council for National Policy, an organization of ultra-
conservative political activists who work to further their agenda within the Republican Party.

" According to Malenick’s public statements, she personally conceived the idea for Triad
and started the business from her home, most likely in 1995."7 Ths stated purpose of Triad is to
provide advice to maximize the effectiveness of contributions from conservatives.” In 1996,
Malenick incorporated Triad and established an office on Capitol Hill.® Triad is ostensiblya
political consulting firm that simply works for contributors rather than candidates. Purportedly,
Triad generates income from yearly subscription fees for a fax service, percentage fees for

. contributions made at Triad's advice, and management fees for overseeing the two nonprofits it

created, Citizens for Reform and Citizens for the Republic. Triad then employs consultants to
determine which candidates have the best chance of winning and are thus deserving of financial
support from Triad's clients." - ' o

On April 9, 1997, the Committee initiated its investigation of Triad and its linked entities,
Citizens for Reform and Citizens for the Republic, by issuing subpoenas requiring production of
documents to the Committes. Virtually no substantive documents were produced for three
months, until July. Further, documents which would ordinarily be retained in the course of
business, including scripts and invoices for advertising by one of the nonprofit shells, were not
produced and appear not to exist. A February 22, 1997, memo from Malenick to her employees
refers to the completion of the “cleaning” of computer hard drives.'> The memo is dated less than
two wecks prior to publication of a Washington Post article on the subject of Triad and the shell
companies, . '

After delays in document production and protracted refusals to consent to voluntary
interviews or depositions, on July 11, Chairman Thompson signed deposition subpoenas for 11
individuals associated with Triad."* On September 8, after only two-and-a-half depositions of
people with knowledge of the events under investigation had been completed, the Committee
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received a letter from Triad's counsel.” He wrote: “[flrom press accounts, our clients have been
substantially more cooperative that other organizations: Accordingly, we will got permit
additional depositions. . ."' Not only was the assertion of cooperation dubious at best, but
counsel set forth no valid basis for Triad's obstruction. In a traditional litigation setting, such a
refusal to appear and answer pursuant to subpoena would likely result in s finding of contempt
and sanctions agsinst these individuals.!”

At the time Triad employees and consultants defied the personal subpoenas issued by the
Committee, ten individuals - including all senior-level decision-makers -- were under personal
subpocnas to appear and answer questions. Also refusing to appear for deposition was Triad
attorney Mark Braden. Braden is & former general counsel to the Republican National Committec
who advised Triad throughout the period in which it carried out many of its apparently illegal
activities. Although thres individuals subsequently appeared for deposition, none answered any
substantive questions. Carolyn Malenick herself, for example, eventually appeared for deposition
and then refused to answer any substantive questions posed by Committee staff.'* Prior to the
blanket refusal to appear, the Committee had siready established that Triad had made significant
corporate contributions to Republican candidates; found evidence of illegal earmarking of political
action committee contributions; found evidence that Trizd coordinated its advertising campaign
with Republican candidates; and found evidence that the nonprofit shells had no independent
existence apart from Triad. .

‘- Malenick and her backers and assaciates joined officials from the RNC and other pro-
Republican groups as the only individuals to blatantly defy deposition subpoenas issued by the
Committes. No individuals associated with Democratic entities who received personal subpoenas
to appear before this Committee and answer questions either refused entirely to appear, or issued
a blanket refusal to answer.'® Yet, no order was ever issued to enforce the subpoenas or to hold
Triad, its employees, officers, and directors in contempt of the Senate.

Not only were the Commitiee’s subpoenas not enforced, the Majority reneged on its
commitment to allow three days of hearing time on the subject of abuses by Republican
organizations, including Triad, despite overwhelming evidence that these groups had engaged in
improper, and likely illegal, conduct. Further; in possibly the most telling failure of this
investigation, no subpoena was issued for records of the Economic Education Trust, a secret
entity that provided over half of the funding for Triad’s advertising campaign. As a result, the
identity of the figures behind the Economic Education Trust and the amount of money they spent
funding secret advertising campaigns through groups like Triad in the 1996 election remains
unconfirmed. '

-

| ~ 7 Two Republican members of the Senate had links to Triad. One Senator received the

/ benefit of more Triad advertising dollars than any other candidate in 1996. He also had several

—

meetings with Malenick and Triad staff, and his campaign was involved in receipt of PAC
contributions involving Triad. Another Senator appeared in a8 Triad marketing video that was
intended to help Triad raise funds for federal candidates. The video was filmed in his Senate

—————
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office, possibly violating prohibitions on the use of Senste offices for fundraising and commercial
purposes, In late 1997, a spokesman for that Senator said the video was a mistake.® :

Despite the obstruction by Triad and its lawyers, and despite the lack of enforcement by
the Committee, the Minority developed substantial evidence of wrongdoing by Triad and its
nonprofit shell organizations. The evidence shows that Triad carried out an audacious plan to
pour millions of dollars in contributions into Republican campaigns nationwide without disclosing
the amount or source of those contributions,

The Committee's investigation has shown that Triad is not a business in the conventional
sense, because it charges no fees and generates no profit. Triad did not produce a single client bill
or invoice to the Committee, nor were any marketing materials produced which mentioned fees or
discussed & fee structure.® Neither the bookkesper nor the finance director of Trind could tell the
‘Committee how Triad billed its clients, While Triad finance director Meredith O'Rourke recalled
socing a sheet of paper with a foe structure on it, she could not recall if fees were paid ona
monthly, weekly, or yearly basis.? She could not explain how fees were calculated and could

" omly say that clients were paying for.“advice” but could not recall the "specifics” of it.® Triad

bookkeeper Anna Evans, when asked about the fee structure, said she could not state how tlients
were billed or on what basis. Asked sbout whether clients were billed for travel by Triad staff, -
she rugg.nded. “I'm not involved in agreements that are reached between Carolyn and the

clients.

In telephone interviews, a number of people who confirmed that they contributed to PACs

"~ at the advice of Triad made no mention of paying fees.* At least one individual, Floyd Coates,

stated that he did not pay Triad for the contribution advice he received.® Another person who
made contributions at Triad's advice stated he had learned of Triad from his friend Robert Cone
and that he regarded Malenick as the organization's executive secretary.”

The evidence shows that at least through the second half of 1995, and into 1996, Triad
was largely a vehicle for a single conservative activist, Robert Cone. According to Triad
bookkeeper Evans, money was given to Triad from & single principal donor “so it could proceed
with its work "* Bank records show that between June 1995 and January 1996, Triad received a
total of $196,000 in deposits.”® Of this total, Cone provided $175,000, ar 89 percent of Triad's
funding.*® Through the end of 1995, Cone's payments were made in increments of approximately
$25,000 per month.”* During this period, Triad recsived only $1,376 from sources other than
Cone or fellow conservative Lorena Jaeb.? Between January and September 1996, Triad
received a toral of $1.1 million. Ofthis amount, at least $150,000 was received from Robert
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Cone, while $900,000 was received from unknown sources in wire transfers of $50,000 or more.
Only $17,000 is known to have come from non-Cone sources.” The total amounts received by
Triad from Cone may be even larger. Asked to estimate the cumulative amounts received from its
principal donor, Triad bookkeeper Evans estimated that Triad had received between $600,000
and $700,000 from this source, while one of the two nonprofits received $900,000, and the other
received between $400,000 and $500,000.*

Cone, a businessman based in Elverson, Pennsyivania, is a well known social conservative
who backs anti-abortion causes.”* However, it was not until the last few years that he began
devoting large sums of money to political causes. Cone, who together with his brother, Edward,
formerly owned Graco Children’s Products, initially made political contributions to a number of
candidates who supported tort reform shortly after Graco was sued in a series of product liability
cases.>® In 1996, Cone created a state-level political action committee in Pennsylvania, which has
come under media scrutiny because he is the committee's only contributor.” It was reported as
early as October 1996 that Cone along with Malenick visited staff in a Republican Senator's office
to promote Triad.’® Cone also appears in Triad's marketing video and attended a presentation of
the results of a national poll commissioned by Triad he attended.’

While Triad holds itself out as a for-profit consulting business, the cvidence before the

Committee indicates that it charges no fees and is primarily funded by Cone. As discussed below,

Triad's business activities were confined to activities designed to affect the outcome of federal
elections.* In effect, Cone used Triad as a vehicle to provide in-kind contributions to Republican

‘candidates nationwide, contributions that in many instances he would have been prohibited from

making himself, as he had already reached his personal annual contribution imit with
contributions to PACs and to individual candidates.! Because Triad's sole.purpose is to influence
the election of conservative Republican candidates, legally it should publicly disclose its activity to

the Federal Blection Commission, like any other political party or political action committece that

exists to influence federal elections ?

Corporate Contributions by Triad

As a corporation, Triad is prohibited from making contributions to the campaigns of
political candidates.® When providing services to campaigns, corporations such as Triad are
required to charge commercially reasonable rates. Any failure to charge such market rates can
result in the services being decmed illegal *in-kind” corporate campaign contributions.* Triad,
generously funded by Cone and others, apparently never charged fees. Instead, Triad provided
political consulting services to numerous Republican campaigns fres of charge. Triad raised funds
for candidates from PACs and from individuals and advised candidates on fundraizsing and on
matters of political strategy, often sending consultants to meet with candidates and observe the
campaign structure. These free services would appear to constitute illegal corporate contributions
from Triad to the campaigna.

While Triad publicly claimed to act as a consultant only to contributors, its activities were,
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in fict, more broadly based. From Triad's offices, Malenick provided advice to candidates on
subjects as varied as raising funds from PACs, to where to live if elected.* Triad finance director
Meredith O'Rourke, who was based in Triad's Washington office throughout 1996 and shared an
office with Malenick, testified that Malenick spoke to dozens of Republican candidates in 1996
and that she herself frequently spoke to candidates about fundraising, polling, and how their -
{campaigns were going in genecal. Mmﬂﬁ&'&' son of a successful candidate for the House
{of Representatives in 1996, told a Committes Investigator that he was initially put in touch with

alenick as & person who could secure financial support from PACs for his father. 7

' i Thune of South Dakota, when asked about Malenick’s receipt of a check
from his campaign committee, explained that he had traveled to Washington, and Malenick had
spent a couple of days showing him around and introducing him to people.*!

Triad also made in-kind contributions to candidates in the form of advice from

" experienced political consultant Carlos Rodriguez. Prior to becoming a consultant for Triad,

Rodriguez was known primarily for his work on behalf of California Republicans. In one incident,
while he was working for Rapublican State Assembly candidate Curt Pringle, he was reportedly
responsible for posting uniformed guards outside Orange County, Californis, polling places to
discourage Latino voters.” Through November 1996, Rodriguez traveled the country assessing
the chances of various conservative Republican candidates and offering advice to candidates and
campaigns along the way. Paid $20,000 a month by Triad, Rodriguez wrote reports of his visits
to at least 53 congressional districts and campaigns.®® At the same time, Rodriguez advised the
campaigns on issues from the hiring of particular consultants, to the utility of phone banks, to the
effecti .of advertising, and how to develop fundraising plins.** The asscssments performed
by Rodriguex also document the high level of personal contact between candidates and Triad. .
Many reports indicate a personal meeting with the candidate, or, at a minimum, a mecting with
senior campaign staff. Many reports were also executed just prior to the final decision-making
period on advertising buys in September and carly October. In addition to these visits, according
to Triad's attorneys, Tri::d may have actually funded visits to a3 many as 250 Republican
ig = U , ”6 Xy pw‘i-. B L3318 ‘o "“- -~ B RNV GRS) .3.‘

mdincamatlemappw have welcomed the activity.

.
o ‘

activities,

The ostensible purpose of the Triad campaign site visits was for Triad to assess each
candidate’s viability and thus determine if the campaign was deserving of Triad-generated financial

- support. Triad also used the site visits as occasions to give strategic advice on such issues as

selection of vendors, and advisability of polling, mailings, and phone banks.

For example, Rodriguez strongly encouraged the campaign of Jay Mathis, s House |
idate in Texas, to engage a phone bank operation.” Another site visit report by Rodrlguer__'
described the particulars of his campaign-consulting activities: "I gave them a plan to work out
with regards to fundraising, establishing specific goals and programs to meet those objectives.”*
In the case of Christian Leinbach, a House candidate from a Pennsylvania district near Robert
Cone, Rodriguez wrote: *I have suggested to Christian Leinbach specific steps that need to be
taken regarding his fundraising. I have asked the campaign chairman to inform me if Christian
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Leinbach does what he has been told he needs to do.™*

In other instances, Rodriguez advised campaigns to hire vendors with whom Trisd, or at
least Rodriguez, already had relationships. For example, in the report on Jim Ryun, a House
candidate in Kansas, Rodriguez wrote that the bad points about the campaign the lack of

structure. ¥ noted that he had recommended Chris Wilson of Fabrizio &
a8 “the adv doing § P piom . pale

a campaign

{ 1 : FOOG KNOWieaas OF LA STae.
Triad tn 1996 and had previously worked with Rodriguez on the 1994 campaign of Indiana
Representative David McIntosh.” Wilson was also Rodriguez's choice for Steve Stockman's
House campaign in Texas: “Should [the existing polister] not be ready to go into the field, I have
suggested in very strong terms to Steve Stockman that hes consider replacing (him] with‘Chris
Wilson from Fabrizio McLaughtin who has intimate knowledge of Texas and Stockman’s own
district.”* For House candidate Mack Sharpe of Florida, Rodriguez recommended his awn
former partner David Gilliard as a paid consultant: “In addition I recommended . . . that Gilliard
do their advocacy direct mail to add punch to their campaign.**’ :

Triad also provided staff to assist directly at least one candidate in raising fnds.
O'Rourke testified that on two occasions she went to the National Republican Congressional
Committee to assist a member of the House of Representatives who was a candidate for the

. Senate in “dialing for dollars.”® ‘Although Triad counsel Mark Braden has publicly insisted that

O'Rourke was not acting as an employee of Triad when she assisted that candidate,”" O'Rourke
(with Braden present) testified that Malenick arranged her initial meeting with that candidate:

Q:  The first time you met with [the Senate candidate] was at the NRCC and
I think you said Carolyn [Malenick] had set it up, is that correct?

A:  Correct®

In addition to providing advice and fundmaising assistance to candidates, Triad worked to
raise funds for individua! candidates ™ One common means that Triad used to solicit
contributions was a sophisticated system of fax messaging that could simultaneously send
information to many persons. The fices, written by Malenick, were sent to consecvative
Republicans and contained general information on a number of campaigns. Triad also used its fix
system to urge support or defeat for particular candidates. For example, 2 November 15 fax
discussing run-off elections exhorts: “Stockman needs our help and we must answer the call."™**

A July 18 fax, sent just before the Kansas primary, claims: “The election of Brownbagk will send
shock waves through the Republican national convention! Sheila Frahm must be defeated.”® By
expressly advocating the election and defeat of candidates, these faxes by Triad appear to be

-illegal corporate contributions to the campaigns.*® While no witness could tell the Committee

how many people received the faxes, one fax alert notes that “over 160 busincssmen and women
have been added to the Fax Alert in the last 18 months."®’ In one fax sent shortly before the
November 5 election, entitled “TOP TIER RACES IN NEED OF CASH $8.” Triad solicited
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contributions for 26 candidates.™® Of the 26 candidates, 19 also benefitted from advertising, mail,
or telephone attacks on their opponents from Triad’s affiliated organizations, Citizens for Reform

-or Citizens for the Republic. Essentially, Triad acted as a volunteer ﬁmdmlmg consultant foc

Republican campaigns, illegally facilitating contributions to the candidates.*

These services--the solicitation of contributions, visits to and assessment of campaigns,
general advice, introductions to PAC funding sources, and express advocacy on behalf of specific
idates--summarize the day-to-day activities of Triad up to September 1996. While these
activities do not significantly differ from the day-to-day business of other political consultants,
Triad's activities are fundamentally problematic becsuse Triad was not paid by the candidates but
was largely financed by a single individual. Triad’s activities, therefors, appear to have ;
|_constituted illegal corporate contributions from Triad to the candidates it assisted. \

Triad and Folitical Action Committees

Triad also worked to generate contributions to congervative political action committees.
Moreover, PACs for which Triad solicited contributions frequently gave to candidates who had

. received contributions from the same PAC contributors, If these contributions were merely

coincidental, no violation of federal law occurred. However, if either the contributor or Triad
mgwwdorimphedwmyonauthaPACthnomimdommmﬂdbemnthoam«ﬂu
wdmmuuwnm‘buwrhndﬂaomdeﬂummmmmnmbumnwﬁncmdidmm

. contribution is considered illegally *earmarked.”™

The pattern of candidate contributions made by PACs receiving Tnad—sohc:ted
contributions suggests that earmarking did occur. An examination of the public records of
approximately ten conservative political action committees shows that on a number of occasions
nultiple PACs received checks from the same individual within a matter of days. All of the PACs
receiving the contributions then made contributions to one candidate within days of one another.
In most cases the individual contributor had already made the maximum permissible contribution
("maxed-out") to the candidate benefitting from the PAC contribution.

One example of this pattern is the contribution of Robert £., an Alabama lawyer
and the son of congressional candidate Robert Riley. and May 23, 1996, Riley,
Jr. made four contributions to PACs, which appear on an intemal Triad PAC list: " Between
May 23 and May 29, the same four PACs made contributions to the Rxlcy campaign, two of the
PACs within 48 hours of reporting receipt of the Riley contribution.” On June 4, Riley, Sr. won
the Republican pmnuy On November 14, the newly eleuted Represmtm R.lley was quoted in
a‘l‘mdfaxstwng. ad pre desy ‘

% e

Anothez series of contributions was made by John and Ruth Stwﬁ‘cr Between July 5 and
July 29, the Stauffers made contributions to seven PACs. Between July 12 and July 29, all seven
PACs contributed to the Senatorial campaign of the Stauffer's son-in-law. At least one of the
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| _based Citizens Allied for Frec Enterprise and Americans for Free Enterprise.™

checks delivered stated, “c/o Triad.”™* Shortly after winning the August 6 primary, the same
cmdldlt!uanadaperlonll!yugnedthlnk-younotewhchreld,'Icalmotevonbegintolhlnk
Triad enough for its help in my Senate primary campaign."™

In her deposition, O'Rourke confirmed that Triad was in regular contact with mdmdulll
who warked for the PACs receiving the Riley and Stauffer contributions. O'Rourke that
ther she ar Malenick was in contact with people at the Faith Family and Freedom PAC, the
Conservative Victory Committee, the Eagle Forum, the Conservative Campaign Fund, C:um
United, the Republican National Coaslition for Life, ﬂwMaduon!'rqeet.mdtheSmmto-

Malenick had long-term relationships with many of the people in charge of making the
PACs’ contributions. Peter Flsherty, who is responsible for making contributions for the
Conservative Campaign Fund, testified that he had known Malenick for a number of years.” The
relationship with Flaherty is particularly important as he not only oversees the Conservative
Campugurund,whichmadunumbaofquedonabhunnibuﬂom.wtmoacuu
spokesperson for one of the nonprofit organizations created by Triad, Citizens for Reform.™
David Gilliard, the contact for Citizens Allied for Free Enterprise, is also a director of the second
Triad shell, Cm:msforthckepubhc” In addition, Gilliard produced mailings for Citizens for
Reform and is the former business partner of Carlos Rodriguez.® Rodriguez himseif worked for

" .the 1994 election campaign of Representative David Mclntosh, who is associated with the Faith,

Family and Freedom PAC."' All of the PACs identified abave as well as additional political action
commuuuhnphaudmpmumofwm:mnlhmomappwmmMde list
along with names and wlephone numbers of contacts at each organization.* '

HwComnumefomdmdmmenadwumvolvedmmhmpoftheconnibWon

}_mcess. from the time a PAC contribution was solicited from a contributor to the time the PAC

contributed to a candidate._Robert Riley, Jr. told a Committec investigator that he made his
contnbuttonsontlwadeeofMaluuckaMthﬂMdmckhadlddﬁnohedufoupuiodof
time before they were cashed by the PACs.™ Riley also told the agent that when the

received the contributions from the PACs, the checks were received not from the PACs
themselves, but from Triad.* O'Rourke confirmed that, on occasion, she personally delivered
checks to PACs; that she always called 8 PAC to let it know that a Triad-solicited check would be
amvmg,andthnusagen«almntterpeoplutthePACsknewwhenchechtlwyrecuvedwm

"~ the result of Triad involvement.*

————

Documents produced to the Committes, along with the testimony of O'Rourke, also
established that Triad had a regular pattern ofsohcmng Republican candidates for names of their
supporters who had already contributed the maximum amounts to their campaigns permitted by
law, so that the supporters could be solicited by Triad for PAC contributions. O’Rourke
oonﬁmed that, on multiple occasions, she solicited names from Republican candidates and
campaign staff of supporters who might be good “potential Triad clients."® Candidates who
provided names of such potential contributors included the Senate candidate who recewed
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. House ia Montans, Rodriguez notes, T have sdvised Betty Hill (the Wil

Rodriguez’s reports also nﬂwt tl'ns pm In the campugn reponmeexu Houu candidate
Pete Sessions, Rodriguez states: “[bJoth Sessions and [the campaign manager] clearly understood
the Triad concept and will have a list of their maxed out donors for our inspection as soon as
there is 8 call fom Washington.** [n another Texas campaign report, Rodriguez notes, Ed

a number of maxed out donors who might want to be introduced to Triad. Towards
that end, Ih'ge recommended over ths telephone to Meredith O’Rourke that we check their

receptance,

Tnuhpauemofaohaungmdidmafomunumofnumd-outoombutonwuso
well-established that Triad used standard “phrases™ approved by counsel. A June 13, 1996, memo
from O'Rourke to Triad counsel Mark Braden queries, “Is this phrase okay for candidates to use
to refer potential clients to Triad? Mulbuamm\vuhﬁlgton-whosechmumdonon
to conservative causes and campaigns. Call them."*® Handwriting in the top comer of the memo
indicates that on June 13 “Braden OK'd quotes.”' Reports of visits to the campaigns by
mmmMMymmomwwmmmmmmm

accomplished campaigner herself) that she dmfdbemcmwngaullﬁ'mnMMﬂt[O'Rnuﬂu]h
the days to come to discuss possible Triad clients [who] might be able to help.*®

Tlnpubhcdlsclomnrecordsot'thePACathuappwonde'sMndhudsouﬂiuu
that Trisd's network of contributcrs had relationships with one another and with Malenick
through membership in the Council for National Policy. For example, the public records for a
Sacramento-based PAC, Citizens Allied for Free Enterprise, which is adnnmste.redbmed
Gilliard, show a number of contributions by Council for National Policy Members.”® The PAC,
cstablished in November 1995, received a total of 21 contributions. Nine contributors were
members of Robert Cone's family, whﬂemwdmonueonmbmwwe,hchoneand
Malenick, members of the Council for National Policy.™*

Besides the Riley and Stauffer incidents, other cantribution records reveal a pattern
whereby contributions found their way from supporters of particular candidates through PACs
momwdmtthadtotheundidmdwaombuwrsmppomd The records show: '

(0] Steve St received three $5,000 contributions from PAC3 on Triad's
. All three PACs received $5 OOOwnmhmomﬂ'omechardEckburg.
Eckhumalso made 3 $1,000 contribution to Stockman ”

0 Foster Freiss of Wyoming made a $4,000 contribution to Peter Flaherty's
Conservative Campaign Fund on November 1, 1996. On the same day, the
Conservative Campmgn Fund made a $4,000 cotmibuuon to Ray Clatworthy, a
Senate candidate in Delaware. The Conservative Campaign Fund made no other
contributions in the amount of $4,000. Freiss also contributed directly to
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Clatworthy, On October 31, Freiss made a $25,000 contribution to Citizens for
Reform, for which Flaherty was spokesman. Citizens for Reform spent $18,000
on advertising for Clatworthy.*

0 Peter Cloeren of Orange, Texas, made a contribution to T'exas House candidate
Bn__ag' Babin in September 1996. On October 14, Cloeren made 2 $5,000
contribution to Citizens United. On the same day, Citizens United made & $5,000
contribution to Babin. On October 1, Cloeren made a $20,000 contribution to
Triad-affilisted Citizens for Reform. Citizens for Reform spent an unknown
amount on television commercials attacking Babin opponent Jim Turner.”

O  Lorena Jaeb of Florida contributed $20,000 to Triad in 1995. On April 22, 1996, -
she made a contribution of $2,500 to Citizens United. On April 28, Citizens
United made a $2,500 contribution to Representative J.C_Watts of Oklahoma.
Jacb also made a $1,000 contribution to the Watts campaign. Representative
Wiatts was quoted in a Triad firx stating, "My thanks to TRIAD's clients wha had
_%backbpgemmﬂnuﬂ—wﬂhstbdrmwhmﬂﬁrmomham..

Meredith O'Rourke and Peter Flaherty, the only individuals with knowledge who ,
answered any substantive questions in deposition, refused to answer questions on the subject of
specific PAC contributions. Asked about the Riley contributions, O'Rourke responded, *I don't
think I want to answer that question.” Triad counael Mark Braden then added, “No, we're not
going to answer any questions in regards $o Bob Riley, Jr."” Asked whether any “clients" of
Triad made contributions to Riley’s PAC, the Conservative Campaign Fund, Flzherty responded,
“It's none of your business.”'™ While a spokesperson for another candidate has insisted that
O'Rourke obtained names from that candidate’s public FEC reports, O'Rourke testified that she
reccived the names directly from a campaign staff member.'*' Asked about the Stauffers,
O'Rourke confirmed that she knew them, but when asked if she had gotten their names from a
specific Senate candidage, ahe was instructed by her attomey, Mark Braden, not to answer, '™
Among the questions that Malenick refused to answer was, “Did Triad ever make suggestions to
an;' ﬂt’ﬂiﬁcal action committee relating to the candidates that the committee intended to contribute
tO »

Triad has tried to make the case publicly that these situations are simply coincidences that
occur in any campaign where a candidate receives funds from individuals and PACs with similar
ideclogy. However, the Committee is aware of no other situation where an entity acted as an
intermediary, soliciting candidates for potential contributors, and directing the flow of the -
contributions from contributors to multiple PACs on the one hand, while being involved in the
subscquent distribution of the PAC funds on the other. It strains credulity that Malenick
repeatedly accomplished each of these steps without ever implying to the candidate, the
contributor, or the PAC representative that a particular candidate might be a good selection for a
particular PAC contribution. While, according to Robert Riley, Jr., Malonick told him she could

12-12



28044201618

not guarantee that his father would benefit from his PAC contributions, evidence gathered by the
Caommittee strongly suggests that Malenick made implied representations that particular
contributions should m to particular candidates, thus illegally earmarking contributions for
particular candidates. :

The primary means by which Triad assisted in the election of conservative candidates was
by overseeing millions of dollars' worth of advertising placed by two nonprofit organizations,
Citizens for Reform and Citizens for the Republic. The advertising funded through these groups
cost between $3 and $4 million and aired in 26 House and three Senate races.'”’ The sole
purpose of the advertising was to influence voters in favor of conservative Republican candidates
in those races. . '

Like other organizations that sired advertising in the 1996 campaign, Triad took
advantage of a series of court cases decided as recently as 1996. The cases hold that if a political
advertisement or other communication (such as 8 mailing or telephone call) is paid for by an
individual or corporation that is not a candidate or a political party, and the advertisement does
ot use words that expresaly advocate the slection or defeat of a candidate (such as “vote for,”
“elect,” or “defeat”), then the advertiser is exempt from the campaign-finance laws.'® The ad may
be paid for with corporate or union funds, and neither the source of the funds nor the cost of the

-advertisement need be publicly disclosed. However, if groups preparing such advertising

campaigns consult with or collude with candidates or campaigns, then the cost of the
advertisements will be viewed as 4 contribution from the organization to the campaign.'”’

In the 1996 election cycle, the use of “issue advocacy” advertising exploded, and many
groups began airing advertisements that were unmistakably political advertising clu‘w favoring
one candidate over another and intending to influence the views of potential voters.”™™ The
majority of groups that aired such advertisements, produced mailings, and made telephone calls in
1996 were well-established membership organizations committed to particular issues. Such
groups é;lcluded the AFL-CIO, the U.S. Chamber of Commerce, the Christian Coalition, and the
Sterra Club. .

In contrast to these groups, Triad conceived of the idea, apparently in early 1996, of
creating two nonprofit corporations — Citizens for Reform and Citizens for the Republic - solely
for the purpose of airing advertisements without disclosing their sources of funding. The two
groups were incorporated on May S and June 20, 1996, respectively, within weeks of Triad
itself. '™ In post-election marketing material, Citizens for the Republic boasted that it had "no
endowed chairs, no fellowship programs, no committées and no departments.”'*® In fact, neither
Citizens for Reform nor Citizens for the Republic had committees, programs, or chairs. They had

~ no chairs of any sort, nor desks, offices, staff, or even telephones. Instead, Citizens for Reform
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and Citizens for the Republic elchconlm of  set of articles of incorporation, a postoﬁa box,
and a bank account. Neither organization has ever engaged in any service or activity other than
paying for the production and airing of political advertising. They are justifiably characterized as
shell companies created as mechanisms for funding million-dollar political ndvmnsmgcampum
and to create of a patina of credibility for the advertisements.

In 1996, both Citizens forRefmmandemfortheRspubhc claimed to be tax-cxempt
"mialwelfareorgmatm pursuant to section 501(c)(4) of the U.S. tax code, with a public
purpose: respectively, to “develop greater participation on a non-partisan basis, in the debate on
the size, scope, growth and responsibility of government® and to focus on “public policy issues
concerning the American worker.” Despite holding themselves out as social welfare organizations
throughout the election, and despite the fact that Citizens for the Republic obtained IRS approval,
both organizations apparently now have conceded that they do not fit the requirements of section
301(c)X4) stitus but are instead political organizations governed by section 527, the same IRS
section that arplxesto the Democratic National Committee and the Republican National
Committee. ! Whils a 501(c)(4) organization may lobby and may even engage in campaign
activities, such activities may not be the primary activity of the organization. Yet, campaign
activity was niot just the primary but the exclusive activity of both Citizens for Reformand
Citizens for the Republic. While counsel Mark Braden claimed that the change of tax status was
“just a question of what forms you file,” in fuct Citizens for Reform and Citizens for the Republic
have conceded that they exist to influence the cutcome of elections, coming perilously close to an
mmmmmmmmwownmummmmmm«m
campaign-finance laws. '

, Cmmmedckhumndmtaﬁmsfotxefomand&mfbrthombﬂcm
independent organizations that Triad simply ‘manages.” In fact, the organizations wers created at
Malenick's instigation and have always essentially been run by Triad. In his depoition, Citizens
for Reform director Peter Flaherty was able to recall that he discussed the creation of a nonprofit
organization with Malenick between one and ten times prior to incorporating Citizens for Reform,
but he insisted he could not recall any single discussion or the specifics of any discussion. '™

" Triad’s role in the creation of Citizens for the Republic is even more clear, in that it was

incorporated by Triad's law firm, and Rodnmez, Malenick, and O'Rourke were all appointed as

either officers or directors of the organization.!**

Triad was also responsible for all financial arrangements of both organizations from their
creation. In July 1996, Citizens for the Republic paid for a series of "test advertisements” in a
variety of congressional districts. All funding for this campaign ongmnted with Triad, which
sunplymadetramﬁrsmtoCummfonthepublwlbankaccoum In fact, while Flaherty
insisted under oath that he signed all checks for Citizens for Reform, bank records show that
financial transactions for both Citizens for Reform and Citizens for the Republic consisted only of
wire transfers that were handled exclusively by Triad bookkeeper Anna Evans. '*¢

On September 27, 1996, six weeks prior to the election, Malenick an behalf of Triad
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entered into a formal consulting agreement with both Citizens for Reform and Citizens for the
Republic. The consulting agreements granted to Triad carte blanche suthority to act on behalf of
both organizations. The agreements gave all authority for decision-making and hiring of
consultants to Triad -- destroying any semblance of ssparation between Triad and the two other
organizations. The consulting agreements read in part:

TRIAD will be free to decide the means by which it will provide the Services. To
the extent that TRIAD requires assistance in providing the Services, it shall be
responsible for hiring the necessary individuals or firms. All work done by TRIAD
and its agents servants and employees and afl employment and other contracts
made by TRIAD in the performance of this agreement shall be as principal and not
as agent of [either organization]."!"’

Prior to execution of its agreement, Citizens for Reform did not even have a bank account. Yet,
between the time an account was opened on October 11 and the November 5 election, Citizens
for Reform received 12 deposits totaling $ 1.79 million.''* Of these funds, $1.69 million was
spent by November 7.!"® Between October 1 and November 15, Citizens for the Republic
received cight depasits totaling $1.84 million while spending $1.68 million.'® Funds were also
between accounts held by Citizens for Reform, Citizens for the Republic, and

freely transferred b
_ Triad.’® In December 1996, Citizens for Reform received $127 in deposits and spent only $17."
While Citizens for Reform and Citizens for the Republic each had a spokesperson, neither

person appears to have played a substantive role in the advertising campaign. Lyn Nofiziger,
and director of Citizens for the Republic, refuised to answer questions at his
deposition but has stated publicly that "Malenick handled most of the work."' This statement is
" certainly supported by the documents produced to the Committee, since Nofriger’s name appears

on only official documents bearing his signature, talking points for & single meeting, and his letter

of resignation dated April 3, 1997, one week prior to the issuance of subpoenas by this
Committee.'* Peter Flaherty confirmed that; despite his title as director, he viewed Malenick as
the person in charge of fundraising, retaining vendors, and deciding on the content and placement
of advertising for Citizens for Reform,'* .

7 m&nmmcmmformmddﬂzmbrﬂwmbﬁcadvuﬁdngw\
financed by so few deposits so close to the election suggests that & handful of wealthy
contributors were financing the huge political advertising campaign. The creation of the
companies allowed these contributors to contribute enormous sums of money without public .
disclosure. Contributors were also free to use corporate funds, which they could not otherwise
legally contribute to candidates. Besides protection from disclosure, the Triad companies also
offered contributors another huge advantage: control of the substance, timing, and location of

—d

advertising. Triad essentially allowed contributors to launder funds through these entities for their
| own political purposes. _ '

Improper Coordination of Triad's Advertising with Political Candidates
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Cltizens for Reform and Citizens for the Republic spent a combined total of between $3
million and $4 million on advertising in 29 races.!® The total amount romains unknown, because
the documents produced to the Committee contain inexplicable gaps. It appears that Citizens for
Reform and Citizens for the Republic spent money for television, radio, mail, and telephone calls
in three Senate and 26 House races. The Senate races were in Kansas, Arkansas, and Delaware,
while House races included four in Texas, three in Kansas, three in California, two each in
Pennsylvania and Oklahoma, and ong each in Minnesota, Hawaii, Montana, South Dakota,
Washington, Oregon, Ohio, Illinois, Tennessee, Arkansas, New York, and North Carclina. Of the
29 Republican candidates who bensfitt om advertising "managed” by Tri
have received campaign visits from
. to MaTRiok. #-

Like other groups running so-called issue advertisements in the 1996 campaign, Triad
carefully avoided the words “vote for,” “support,” or “defeat,” in the advertisements it funded, but
otherwise attacked the positions, ideology, and, frequently, the character of candidates. The
advertising created by Triad focused on no single set of issues. It more closely resembled

. negative attack advertising sired by an opposing candidate. The candidates benefitting from the
advertising were the same candidates for whom Triad had solicited contributions and advised on
campaign and fundraising strategy. '

_ When a candidate and an organization exchange information, and the organization
subsequently spends funds to encourage voters to support the candidate, it raises questions sbout -
whaether the expenditures were undertaken in coordination with the candidate, thereby making the
advertising expenditures a disguised contribution to the campaign. One court has said that
organizations may legaily have contact with candidates, but noted that the level of contact and
coordination was important and that the “government has an interest in unearthing disguised
wnﬁhﬁom'md'theFECia'&emwamyhmhwﬁchhﬂﬁnhthewU
(between representatives of 2 corporation and a campaign) has become collaboration.”'™ The
Committee’s investigation of Triad has shown that representatives of Triad and its shell .
corporations had contact with the campaigns that went far beyond the making of inquiries, and
that Triad and campaign representatives collaborated on plans, strategies, and the needs of the
campaigns. Both the content of the advertising and the determination of where to air advertising
was clearly influenced by Rodriguez's conversations with the candidates and the campaigns.

For example, Rodriguez visited the campaign ot_'ﬁ%ﬂg} Republican running against
emocrat Bill Yellowtail for Montana's at-large seat in the House of Representatives. In s report
dated September 24, 1996, Rodriguez wrote that the number-one item the Hill campaign needs is
a "3rd party to ‘expose’ Yellowtail.”'® Rodriguez also noted that three "key issues — anti
Yellowtail” are “wife beating,” “robbery of camers store in college,” and Yellowtail's record as a

\deadbeat dad "™ i

On October 22, Citizens for Reform commenced a $109,500 television advertising
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campaign attacking Yellowtail. ™ The television advertisement exactly followed the issues laid
out in Rodriguez’s report, with the announcer intoning:

Who is Bill Yellowtail? He preaches family values but took a swing at his
wife. AndYellowuil'smponu? He only siapped her. But 'her nose was niot
broken.' He talks law and order . . . but is himself a convicted felon. And
thoughluulkuboutprowcﬁngdnldmvdlowunwedtomkemm
child support payments — ﬂmvomwnehudmppmm Call
Bill Yellowtail. Tell him to support family values.™*

Although polling in September showed Yellowtail aheldbytlu'ec points, on November 5, Rick
Hill won by a margin of 52 to 43.1"

In other cases Rodriguez made no secret of the fct that he was using information gained

_ in the sudits to determine where Triad would run advertising and what it would say. On

September 23, after wsiﬁngdlesﬂnhmkottcampmp of Republican House

‘Thune, Rodriguez wrote, “This campaign is well on its way to winning. If there is anything we

can do to help it would probably be in the area of 501(¢)(4) cducation with regards to the liberal

tendencies of his opponent.*** The report also noted Democrat Steve Weiland's “union ties” as a
key issue inthe race.'™ Citizens for Reform subsequently spent $21,000 on television )
advertisements focusing on Weiland's support for organized labor. ™

On September 3, Rodriguez noted in a report on the Texas campaign of Stove Stockman: -
®. .. we ought to place Steve Stockman among the top ten races for TRIAD to watch. We should
also give some very serious thought to the possibility of engaging in an educational effort to bring
into focus what Steve Stoehnanhudouefonhadimmdtomponmofﬂwdlomomhso
that his Democratic opponent brings to this campaign.***’

In the two weeks before the election, bothCmmfoer‘omdenmforthekepubhcaired
advertissments totaling $142,000 attacking Stockman opponent Nick Lampson.”** One
advertisement stated:

Can we trust Nick Lampson? As Jefferson County tax assessor, Lampson was
criticized as inefficient and disorganized by the county auditor. . . . And the

wmmmwuwmofmmﬁmdbyn
home health care wotker from his family business. Call and teil Nick Lampson

to support ethics in govemment.'®

Other excerpts from Rodriguez’s reports demonstrate how Triad's extreme conservatism
led it to spend money to u;gotevenmodauekepubhm For example, SueWittug, who ran
against Representative in New York state during the Republican primary,
benefitted from $111,000 in television and radio advertising plaeed by Triad through Citlzens for
Reform.'® On September 29 Rodriguez wrote:
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During the entire primary season, we have encountered Republican women who
represented the more moderate to libera! philosophy in the Republican party. We
have been successful, in most cases, in defeating those Republican women. Hereis
an opportunity for TRIAD clients to play & leading role in helping elect a
conservative woman to show that conservative women have a better chance of
winning than liberal wornen.'*! '

In a two-week period, Triad spent $111,000 for Wittig — not much less than the $141,000 the
Wittig campaign itself spent in the same period.'? :

These advertisements were the functional equivalent of campaign ads. The ads were run
in specific districts. Faxes sent by Triad indicate that the timing of the ads was carefully planned
for when advertising was likely to have its greatest impact on voters.'® The advertisements
seldom if ever dealt with "issues” but were instead attacks motivated by pastisan intent. Asked
about the ads run by Citizens for Reform attacking Demdcratic candidate Yellowtail, Peter
Flaherty of Citizens for Reform reportedly stated: “If more wife beaters are out there as public
figures, we are going to expose them, and they better watch out.”' Asked whether his group
would attack any Republican wife beaters who might turn up, Flaherty said “Its not up to us to do
the job of people who have a liberal ideology.*!** Even Lyn Nofziger, spokesperson for Citizens
for the Republic, has said that it is "outrageous” that groups like this can “go and run political ads
ahd call them educational."*** .

Given the level of coordination with the campaigns and the content of the ads, Triad’s
advertising expenditures constituted disguised contributions to the candidates. Triad collaborated
with campaigns to determine what issues and strategies would most benefit the candidates.
Because Rodriguez was among those refusing to answer questions at his deposition, the
Committee was not able to expand on the documentary evidence concerning the extent to which
the advertising campaign was discussed with the campaigns and candidates. Whils campaigns
may not have been familiar with the names Citizens for Reform and Citizens for the Republic -
when the Triad-managed advertising appeared in their districts, it seems highly unlikely that
neither candidates nor campaigns ever anticipated or discussed potential advertising campaigns in
the course of consultations with Rodriguez. -

Malenick has repeatedly asserted that Triad — through Citizens for Reform and Citizens
for the Republic - was simply trying to respond to the issue advertising effort launched by the
AFL-CIO in March 1995. However, the advertising aired by Triad rarely mentioned labor as an
issue. Further, the majority of races where Triad aired advertising were not in districts where the
AFL-CTO was active. In fact, of 26 House races in which Triad advertised, only ten were targets
of the AFL-CIO. Triad also spent over $800,000 on advertising in three Senate races sven though
the AFL-CIO was not active in any Senate race. Of the six House races where Triad spent over
$100,000 on advertising, the AFL-CIO was active in only one district. The evidence suggests
that two criteria that appear to have determined where Triad ran advertising were whether a
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conservative Republican candidate was running in the district and whether one of Triad's
contribmorswmtodadvuﬁnngaired mtlutplmmlardnm

Additionally, while Triad ran a covert advertising campaign through unknown groups :
funded by secret contributors, the AFL-CIO campaign was publicly announced in 199$ along with |
the 25 freshman House races the AFL-CIO intended to target. Unlike Triad, the AFL-CIO is a ‘
bona-fide membership organization whose member unions are backed by millions of American '

workers, most of whom support the labor federation's public policy positions. Hence, advertising

members. In contrast, Triad received funds from people who went to extraordinary lengths to
conceal their identity and purpose from voters.

ﬁhhm:smommdl@mmmwwwwmdmn

When the Minority began the Committee’s investigation into Triad Management, it already
that Robert Cone was a major source of Triad financing. Pmrepomhldhnkedhm

to Malenick and had noted Cone's increased financial involvement with political organizations. '’
As the Committee’s investigation progressed, it became increasingly clear that whosver was
funding Triad and the shell companies was also playing & role in determining the content and the
location of advertising prepared by Triad. The investigation clearly showed that Triad-and both
Citizens for Reform and Citizens for-the Republic were largely financed by a single backer, and
that neither Citizens for the Republic nor Citizens for Reform had done anything other than create
and air advertising with direction from that backer. .

As the Minority became more convinced that understanding the role of Triad's backers
was essential to the investigation, resistance from several quarters to the investigation began to
build. NmnhelmmAthhemmbmoﬂheCommmagwedMMmmmewof
the funding sources of Triad was warranted.!®* On August 20, the Committee also issued a bank
subpoena requiring production of financial records of Triad, Citizens for Reform and Citizens for
the Republic. The subpoena permitted the attomneys for the parties only to redact certain
depositor information from the records produced to the Committee.'® Informed of the decision
to perform an in camera review of Triad's records, and the issuance of the bank subpoena, on
SepxemberamomysfordemuﬁeddwCommﬂMmeywouldmmdxmmmm
camera review and would not produce subpoenaed wltnumt‘ordeponnons.

On August 21, attorneys for Triad were notified of the bank subpoens, provided a copy
of the subpomn, and informed that records necded to be produced to the Committee within two
weeks.""! The Committee subpoena stated that the bank holding the records “shall permit”
repmentmm of the organizations to make redactions, and that ropresentmves of the
organization “may” remove certain information from the records. ¥

In early September, records including account statements and expenditure re}:ords were
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produced to the Committee by the bank. The bank records for Triad, Citizens for Reform, and

.Citizens for the Republic showed that:
0 Citizens for the Republic was entirely financed by Triad ﬁ'om its creation through
September 1996; '
0 Citizens for Rsfomhadnobmkmuntunullmﬂmonemomhpnorwthe
1996 election; -
o both nonprofit organizations received fewer than a dozen deposits of large
amounts of money; _

o between $1 million and $2 miltion dollars passed through the accounts of both
Citizens for Reform and Citizens for the Republic in the weeks around the 1996
decdon.whxleﬂwmountsmwunﬂyku&veinothumomm

O ' money was freely transferred among the three entities.

: HowwulnnsScpwnbupmdmmunkdldmtpmvmﬂnmmdqpodt
records for any of the organizations under subpoena. On September 30, six weeks after the bank

" subpoena was served, Minority Chief Counsel sert an inquiry to the bank holding Triad's records,

noting that these records had not been produced and requesting production, The letter
Mmmmmmmmmmmmmmumm
opportunity to redact information. Two weeks later, the Committee received from the bank
WmmmmlimmwMWtomcm&rmm
Citizens for the Republic."** The records had been sent without redactions, presumably because
the bank had determined that it had provided Triad's attorneys with sufficient oppom:mtm to
redact the records during the eight weeks between service of the subpoena and production.'** At
the same time, attorneys for Coalition for Qur Children's Future, who had been similacly notified
of issuance of an identical subpoena for the bank records of their client, produced records which

redacted the identity of depositors to the account as permitted by the subpoena.

It is unclear why Triad's attorneys failed to exercise their option to redact their client's’
records, leading to the production of records identifying contributors. The circumstances of the
production and the history of Triad’s non-cooperation with the Committee support the inference
that Triad's counsel declined to take steps to redact the subpoenaed bank records based on the
incarrect assumption that the bank would not produce the uaredacted records. Seen in this light,
the failure of Triad's counsel to redact the records was consistent with a general course of -
conduct in seeking to obstruct the Committee's investigation of Triad's activities. When Triad
attorney Mark Braden learned that the bank had produced the records without redactions, he
demanded the immediate return of the records. Braden offered no explanation of why he did not
exercise his option to redact the documents. He not only failed to redact the documents by the
September 2 deadline, but also failed to redact them at any point in the six weeks prior to the
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October 16 production by the bank. The Minority retained its copy of the documents becausé, as
Senator Glenn has explained, therecordsmrelwnntto the investigation and were properly
received pursuant to a valid Committee subpom;

The Trusts Behind Triad

When the Committee received the unredacted documents identifying contributors to Triad
and the shell companies, it became clear why Triad and its attarneys had been so anxious to
prevent the records from coming to light. The documents contain further proof that Triad was
used as a tool to evade the contribution limits and disclosure provisions of the campaign finance
laws. Most notably, the bank records revealed that yet another layer of dummy organizations
existed behind Triad. Two secret trusts together contributed $2.34 million to Citizens for Reform
and Citizens for the Republic, over 83 percent of the total money received by the organizations.
The trusts appear to have given the fimds with the specific intent that the trusts’ existence never
come to light. mmrw:mmmdywmmrmmmdmm
agreements to keep the identity of funding sources secret.'*¢

Theﬁruwu.ndwuﬁedmbmkmrdsoMyu'PmonﬂTmn,'comnMedﬁoomom-

| Citizens for Reform and Citizens for the Republic from an account at CoreStates Bank in

Philadeiphia.’*’ Based on the testimony of Triad bookkeeper Evans that Triad's backer provided
hundreds of thousands of dollars to the two nanprofits, the Minority believes that the Personal
Trust is, in all probability, controlled by Robert Cone. The trust’s account is at the same bank
where Robert Cone's brother Edward, who also contributed $300,000 to Citizens for the
Republic and $100,000 ta Citizens for Reform, has a personal account, and the wire transfers
from the Persanal Trust.to Citizens for Reform and Citizens for the Republic began at the same
time that Robert Cone stopped making contributions to Triad from his personal account. The only
pubbcmemaukomeomhummmonﬂ\ambjmof'l‘mdu,'l’mnotconﬁmingor

dmymslnyﬂungatthemmz

Economic Edycation Trust
SnﬂumlvedbyﬂnCMeeuﬂnldmnyofﬂnbmknorbmmoﬁheEM

_Education Toust. This Trust provided $1.79 million to the Triad nonprofits in October 1996.

Evidence suggests that these funds were given to Triad's two nonprofits with the contingency that
the trust’s own consultant oversee the advertising campaign, including selection of where ads
would air. Even without the benefit of a subpoena for the financial records of the Economic
Education Trust, circamstantial evidence developed by the Minority suggests that the trust was

ﬂmudeholurmmbvg;dmmMnﬂmmM The Koch brothers
- control Koch Industries, an oil tompany with revenues of about $30 billion per year. It is

believed to be the secand-largest privately-held company in the United States. The Committee's
evidence of the Koch brothers' involvement includes:

(o] Many of the candidates who benefitted from attack ads run by Triad also received
campaign contributions from Charles Koch, David Koch, and/or their company's
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political action committee.'*

0 The Koch brothers have a history of channeling money through nonprofit
organizations in order to advance their political interests, including think tanks and
term-limits groups.'® In 1996, a term-limits group with possible Koch funding ran
attack ads under the guise of "issue advocacy” (See Chapter 15). Some of;:ho
candidates sttacked by the term-limits group were also targeted by Triad.'

0 A disproportionate amount of the money spent on the attack ads by Triad and by a
" second group, Coalition for Our Children's Future, benefitted candidates in states
where Koch Industries does significant business, mast notably Kansas, where the

company is headquartered; where Koch Industries owns a major oil
refinery; and Arkansas, Loui and Oklahoma, where Koch Industries has
refineries and Pip elines 16— — ‘ .

0 Koch Industries gave at least $2,000 directly to Triad in October 1996.'®

Koch Industries has refused to say whether it funded the Triad-controlied tax-exempts or
any other organizations that ran attack ads in 1996. A September 30, 1997, letter to Koch
Industries Chairman Charles Koch from the Committee’s Minority Chief Counsel, produced no
response.' Questions from journalists have been met with “no comment.” After the Minority
learned of the existence of the Economic Education Trust, Senator Glenn, the ranking Minority
member, asked Chairman Thompson to issue a subpoena to the Riggs National Bank of
Washington, D.C., where the Trust maintained the account from which money was wired to the
Triad organizations. On November 24, Senator Glenn renewed hia request for issuance of the

subpoena. No subpoena was issued.

 Whoever is behind the trust played an active role in the crafting of the Triad sdvertising
campaign, as well as advertising aired through other organizations. Evidence strongly suggests
that the trust was also the “secret contributor” that required a confidentiality agrosment from
Coalition for Our Children's Future, a nonprofit group that also ran ads attacking Democrats (see
Chapter 13). :

The trust appears to have hired its own vendors to handle its advertising campaigns.
Documents produced by Triad show that Triad's eight most heavily-funded races were handled by
a New York-based consultant named Dick Dressier, of the political consulting firm Dresner
Wickers & Associates. The amount contributed to the Triad groups by the Economic Education
Trust roughly corresponds to the amount spent on the production and airing of the eight projects
overseen by Dresner.’* Documents produced to the Committee indicate that Dresner was not
retained by Triad, but by a major contributor who controlled the Dresner portion of the
advertising. The evidence includes:

0 An October 22 memorandum from Malenick to Dresner stating, “the rmarket buys
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thatmbeinghlndledbmeWicm&:&wdsm\wm pre-determined
before TRIAD was contracted to oversee the projects end.”'*

O  AnOctober 24 memorandum from Triad sdministrator Kathleen McCann to Peter
- Flaherty noting that “based on a client's request, additional vendors have been used
Citi i s 13t 2nd, and rd districts of

o An October 28 memorandum from Triad bookkeeper Anna Evans to Dick
Dresner's assistant Joanns Banks noting, “After my conversation with you this
morning, I spoke with [redacted]. He has requested that to get the media time
bought, to separate the media time amounts from production and retainer and
other costs. Carolyn and Mr. Braden have agreed to this;"'®* .

0 A January 21 memorandum from Evans to Banks stating, “Has Mr. Dresner never
informed you of his agreement of a 12% and not 15% commission that he made
directly with Triad's client, who preferred using DW&A as a vendor. Let mo
meymthuﬂﬁsmuxg-umofvendouelwﬂonwasmmﬁm.mdpluu
do not call for a repeat;*'® and

o) A February 7 memorandum from Evans to Banks stating, “The commission taken
based on these affidavits is at 15% instead of the originally agreed 12%. The -
agreement was requested by CFTR and agreed upon by DW&A through an
- intermediary."*™

Dresner, Malenick, and Braden all either refised to appear for deposition or to answer
questions. The Committce’s understanding of the arrangements is, therefore, less than complete.
However, Dresner also played 2 role in advestising prepared for Coalition for Our Children's
Future (“CCF"). On September 18, 1997, the Committee deposed Denis Calabress, a political

- consultant who oversaw the CCF ad campaign. Calabrese testified that in mid-1996, he was

retained by an individual he refused to name, who was a representative for an organization he
madwmmbrﬂwsummofommkmewmmmmmw
political advertisements.!” Calabrese testified that as part of his duties he hired a number of other
political consultants to act as vendors including Dresner, and Dresner’s Triad subcontractors
James Farwell and Steve Sandler.!” He testified that he initially met Dresner at a meeting with
the anonymous donor representative and that he attended meetings with a variety of
organizations, including CCF and Triad, in order to determine if they were “appropriate vehicles”
for the issue ad campaign.'™ He also testified he oversaw a second ad campaign for the
anonymous donor through another organization which was not Triad."™

Although he failed to appear for a swomn depogsition, in a January 1998 roundtable

discussion, Dick Dresner admitted that he helped to coordinate a number of issue advertising
campaigns in the 1996 election cycle. Dresner said that “many of the people he worked with were
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most concerned with remaining anonymous, while still having a major impact on federal
elections.”'™ Dresner confirmed that “his wealthy clients set up a series of foundations, trusts and
other ‘shells’ to pump money into subterranean issue-ad campaigns. ‘They use three or four or
five or six different ways so they aren't discovered.””'™ He went on to note that his clients
seemned to have success with that tactic, and most have remained anonymous even now: ‘Even if
their names came up once or twice, the extent of their activities is underestimated.”'”

Other evidence besides the involvement of the same consultants suggests that the donor
behind the Economic Education Trust whose identity has been concealed from the Committee

funded not only the Triad advertising campaign but also the CCF advertiting campaign. In

. addition:

O  Both Triad and CCF representatives confirmed that both organizations executed written
confidentiality agreements with a secret contributor.'™ :

O  Anunnamed former employce of CCF stated in a news article that the entity that fnded
the CCF advertising campsign was a trust.'”

o) The funds for the CCF ad campaign were wired from an account st Riggs Bank in
Washington, D.C., the same bank where the Economic Education Trust has an account.'*

O - Barry Bennett, executive director of CCF stated that thes confidentiality agresment was
-drafted by former RNC General Counsel Benjamin Ginsberg. Ginsbérg was also consuited
on the substance of CCF advertising, and represents both Dick Dresner and James :
Farwell, both of whom failed to appear for deposition on any of the numerous dates
. offered to them. '™ :

Iriad's Imnact on the 1996 Elections

While it is impossible to know the full extent of the Economic Education Trust's
advertising campaign absent a full investigation, the election results in Kansas (the home state of
the Koch brothers) suggest that Dresner was correct in noting that his clients had been successful
in their attempts to covertly influence the outcome of particular federal races. Triad advertising
aired in four of six federal races in Kansas. Two were for open House seats, the third was held by

a vulnerable freshman Republican, and the fourth was an open Senate seat in which a bitter and
disruptive Republican primary battle had been waged.

Using television advertising, mailings, telephone calls, and radio ads all prepared under the
supervision of Dick Dresner, Triad spent over $1 million on the four races: $420,000 in television
advertising in the Senate race between Republican Representative Sam Brownback and Democrat
Jill Docking; $287,000 on television and radio advertising and phone calls in the race between
Republican Vince Snowbarger and Demacrat Iudy Hancock: $131,000 on phones, mail, and
television advertising benefitting freshman Republican Representative Todd Tiahet in his campaiyn
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against Randy Rathbun; and $133,000 on telewsmn.,andio, phones, and mail in the race between
Republican Jim Ryun and Democrat John Freidan.!* Triad's two-week spending spree on behalf
ofthekewhlicln Senate candidate totaled almost a quarter of the amount the candidate spent on
his own campaign throughout 1996.'® Triad's two weeks of spending on behalf of Vince
Snowbarger totaled over half of what he himself spent in 1996.'% Republican candidates were
victorious in all four races. Representstive Tiahrt was re-elected by a margin of less than two

percu\g’apoims.' Vlme_SmwbargerdeimRyuuwereelectedbymngimoﬂeuﬂmﬂw

Advertising by Other Triad Contributory

the multimillion-dollar advertising campaigns appear to have been funded largely
by Cone and the Koch families, the Committee also found evidence that smaller contributors made
contributions with the intent of financing advertising campaigns that targeted specific candidates.
For exampls, California agribusinessman Dan Gerawan contributed $50,000 to Citizens for
Reform. In the primary, Gmwmhadﬁmdedapublwlydudosedadwﬁdngcmpdmmddm
ane of the candidates in the 20th Congressional District in California for supporting the Legal
Smcmmmagovmu-ﬁmdedwthupmdulqalmmﬂnhdim
In the general election, Citizens for Refofm aired an advertisement attacking

] Calvaoolcy'svlmOndeeplSmCotpouMu 18 Afier the election, Gerawan

admitted he paid for the ads.'” Altlnughthewnomytequmedambpmforc‘muwml
deposition, no subpoena was ever issued.

mcmwmmmmwammmnﬁwmw

advertising campaign and eight checks totaling $11,500 received by Citizens for Reform on a
single day in October 1996. The checks, among the loweat contributions received by either
nonprofit, all came from people or businesses based in the 6th District of Pennsylvania, where
Rmbnmmmy_ﬂb_@wuchmmwuwﬁmﬂom“ Seven of the eight
families who contributed to Triad had already mads the maximum permissible contribution to
Leinbach's campaign.'* On September 11, Carios Rodriguez had written & report of the
Leinbach campaign complaining: “the problems with the campaign became obvious once 1 visited
the campaign headquarters. Leinbach has been unwilling to make the fund raising calls necessary.

Wewmhmmwmmmegmofmemdidmwﬂnwwm
befbmpfovidhgth-nm.uyﬁnmalmme" Yet loss than a month later, Citizens for
Reform funded a $17,000 radio campaign against Leinbach’s opponent.’”" Presumably, the faunds
received from Leinbach's supporters were used to pay for advartising in ucampugn to w!uch
Triad consultants were unwilling to devote msﬂngmoumes

- CONCLUSION
In the end, Triad succeeded in pouring millions of dollars into televised advertisements

designed to attack particular candidates in hotly-contested races, while concealing the identities of
the individuals and companies that provided the monies. Triad's secrecy about its sources of

12-25




2804420162)

funding, which is one of the principal benefits it offers ita contributors, was accomplished through
several means, including its disingenuous incorparation as a for-profit business and the
establishment of sham nonprofit corporations. - This secretiveness undennines our system of
campaign-finance laws. If, as the Minority strongly believes, Triad violated campaign-finance
laws, it has done so with impurity. If, as Triad contends, its activities fell within tlie limits of the
law, then the disclosure requirements of the campaign-finance laws have proven to be o easily
circumvented by individuals with wealth that they are essentially meaningless. Triad is important
not just for the ways it bent or broke existing laws, but for the pattern it has established for future
groups, which will take comfort in Triad's successful defisnce of this Committee.
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103. Carolyn Malenick deposition, 9/ 16/97 p. 20..

104. A d:sclum such as that contained in letters from Triad to the PACs does not negate fact.
assachus s for Life, 479 U.S. 238, 249 (1986). |

105. Committee list of races where Citizens for Reform and Citizens for the Republic were active
and the amounts spent.

|
106. Faucher v. FEC, 928 F. 2d 468 (1st Cir. 1991); 743 F. Supp 64 (1990); FEC v. Christian |
Action Network, 92 F.3d 1178 (4th Cir. 1996), 894 F. Supp 946 (S.D.Va. 1995); Maine Right to :
Life v, FEC, 98 F.3d 1 (12t Cir. 1997).

107. Clifton v. FEC, 114 F.3d 1309 (lst Cir. 1997); see also Chapter 20: Legal Analysis and
Overview.

108. Annenberg Public Policy Center, “Issue Advocacy Advertising During the 1996 Campmgn
A Catalog,” Report Series No. 16, 9/16/97, p. 7.

109. Certificate of Incorporation for Citizens for the Republic, CREF 1 32: Articles of
Incorporation for Citizens for Reform, CR 1 61-64.
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110. Citizens for the Republic marketing brochure, CREF 1 100.

111. Citizens for Reform stated in its application for (c)(4) status that it had not spent and did not
plan to “spend any money attempting to influence” an election. IRS Form 1024, ltemls 6/7/96.
'rhum;ybeafalsesutmlnwohuonofzsUSC §7206.

112, Roll Call, 10/20/97.
113. Peter Flaherty deposition, 8/22/97, pp. 19-21.

114. Incorporation documents of Citizens for the Republic, CREF 1 13-14, 33.35.

115. The Citizens for the Republic bank account received $ 302,548 in deposits in July and spent
$ 273,114. All the deposits into the account were made by transfer from Triad's account at the
same bank. See bank records ofCreltaraecounts held by Citizens for the Republic and Triad
Management, Inc.

116. For example, Evans would generate an invoice for “management fees due to Triad from
either Citizens for Reform or Citizens for the Republic.” The invoices (the only ones Triad ever
'seems to have issued) are printed on Triad letterhead, are addressed to the respective groups in
care of Triad, then seek payment made to Triad — all at the same address. To actually pay Triad's

bill, Evans would simply make a bank transfer from one account to another. Invoices from Triad
to Citizens for Reform and Citizens for the Republic, TR 8 26, TR 8 22.

117. ConsﬂmwbawemeddenmforRefomdemmfortheRepubhq
CREF 1 94-95; CR 1 38-39.

118. October and November 1996 bank statements of Citizens for Reform.
119. October and November 1996 bank statements of Citizens for Reform.

120. October and November 1996 bank statements of Crestar bank accounts of Citizens for the
Republic.

121. See note 113 infia; see also bank statements of Citizens for Reform and Citizens for the
Republic for October and November 1996.

122. December 1996 bank statement of Crestar Bank accounts of Citizens for the Republic.
123. Los Angeles Times, 5/5/97.

- 124. Documents bearing signature of Lyn Nofziger, CREF 1 56, 66, 94-95.

125. Peter Flaherty deposition, 8/22/97, pp. 54, 62, 70, 83. -
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126.Committeelistofraceswhere1'riadwauctiv_a

127. Meredith O’'Rourke deposition, 9/3/97, pp. 46, 87, See Appendix C for reports of Rodriguez
visits.

128. Clifton v. FEC, 114 F.3d at 1309, 1316-19 (1st Cir. 1997).
129. Report of Rick Hill campaign, TR 15 1143-1145.
130. Report of Rick Hill campaign, TR 15 1143-1145.

131. Invoice for Yellowtail advertising, CR 13 1179.
132. Script of Yellowtail advertisement, CR 13 0713.

133. Congressional Quarterly 1996 Election Resuits: report of Rick Hill campaign, TR 15 1143-
1145.

134. Report of John Thune campaign, TR 15 1141-1142.

135. Report of John Thune campaign, TR 15 1141-1142.

136. Invoice showing funds spent for Thune by Citizens for the Republic, CREF 13 0512.
137. Report of Steve Stockman campaign, TR 15 1210-1212.

138, Invoices showing funds spent by Citizens for Reform and Citizens for the Republic, CREF
13 512, CR 13 1272.

139. Videotape advertisement produced by Citizens for the Republic.

140, Invoice showing funds spent for Wittig race, CR 13 12792,

141. Report of Sue Wittig campaign, TR 15 1136-1139.

142. FEC disclosure reports of Friends of Sue Wittig.

143. Triad fax alest “The Time for Battle Is Now,” 9/27/97, TR 10 191.

144. Los Angeles Times, 5/5/97.

145. Los Angeles Times, 5/5/97.

146. Annenberg Public Policy Center, “Issue Advocacy Advertising During the 1996 Campaign: A Catalog,” Report
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Series No. 16, 9/16/97, p. 5.

147. National Journal, 9/28/96; Boston Globe, 8/23/96. .

148. Letter of 8/27/97 from Majority and Minonty Chief Counsels to Triad Counsel Richard
Hauser.

149. Subpoena of 8/21/97 to Crestar Bank.

150, Letter from Richard to Hauser to Alna Baron and Michael Madigan, 9/8/97.

151. Letter of 8/22/97 from Minority Staff Counsel to Mark Braden.

152. Subpoena of 8/21/97 to Crestar Bank

153. Staff also followed up with the bank holding the Triad records leaving two voice mail
messages seeking to determine when records would be produced. At the same time, the bank

holding records of Coalition for Our Children’s Future, which had received an identical subpoena
for.records that had not yet been produced, was contacted for the same purpose. Lm&om

_ Minority Chief Counsel toCrestarGenenlCounsdJohnChrk, 10/30/97.

154. Committee staff reviewed such teeorglswhmtheywerereeuved. Documents revealed the
existence of a second account held by Triad which was clearly covered in the subpoena. Records
for this account were also requested and were forwarded without redactions.

155. Letter of 11/24/97 from Senator Glenn to Senator Thompson.

156. New York Times, 10/24/97.

157. Wire transfer receipts of Crestar Bank accounts of Citizens for Reform and szens for the
Republic.

158. Associated Press, 10/29/97.
159. FEC public disclosure records for Charles Koch, David Koch and Koch Industries PAC.

160. National Journal 5/16/97: Lewis Charles and the Center for Public Integrity, The Buying of
the President. New York: Avon Books, 1996, p. 127.

161. Roll Call 1/26/98.
162. Wichita Business Journal 10/24/97: Minneapolis Star Tribune, 10/29/97.
163. Deposit records of Crestar account of Triad Management, Inc., 10/29/96.
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164. 9/30/97 Letter from Minority Chief Counsel to Charles Koch.

165. The eight races were: Brownback v. Docking (Kansas Senate); Hutchinson v. Bryant
(Arkansas Senate); Hill v. Yellowtail (Montana House); three Kansas House races: Snowbarger v.
Hancock; Tiahrt v. Rathbun; and Ryun v. Freidan; Brown v. Wilde (California House); and
Coburn v. Johnson (Okiahoma House). Invoices for Dresner Wickers& Assoc., CR 13 1751,
1755, 1759, 1179, 1017, CREF 13 0009, 0150. -

166. 10/22/96 Memo from Malenick to Dresner, CR 13 1748-49.

167. Memo from Triad staff to Peter Flaherty 10/24/96, CR 13 1659.

168. Memo from Triad bookkeeperAnnaEvamtoDresner W‘ckers staff Joanne Banks,
10/28/96, CR 13 1780. .

169. Memo from Evans to Banks, 1/21/97, CR 13 1819,

" 170. Memo from Evans to Banks, 2/7/9, CREF 13 0308.

171. Denis Calabrese deposition, 9/18/97, pp. 10-12.

172. Denis Calabrese deposition, 9/18/97, pp. 41-44.

173. Denis Calabrese deposition, 9/18/97, pp. 44, 18-19, 35-37, 11.
174. Denis Calabrese deposition, 9/18/97, pp. 18-19.

175. Roll Call, 2/2/98.

176. Roll Call, 2/2/98.

177. Roll Call, 2/2/98. |

178. New York Times, 10/24/97: Minneapolis Star Tribune, 10/29/97.
179. Minneapolis Star Tribune, 10/29/97.

180. Wire transfer records for deposits received by Coalition for Our Children's Future, Citizens
for Reform, and Citizens for the Republic.

181. Minneapolis Star Tribune, 10/29/97: Letter to Benjamin Ginsberg 11/5/97.
182. Invoices from Dresner Wickers to Triad, CREF 13 9, 150; CR 13 1017, 1735.
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183. FEC disclosure report of Sam Brownback for U.S. Senate. Senator Brownback’'s 1996
spending totaled $2.2. million.

184. FEC disclosure report for Snowbarger for Congress Snowbarger’s spendmg totaled
$443, 000.

185. Congressional Quartery, 1996 Election Results, 11/9/96 pp. 3250-57.
186. Cox News Service, 7/11/97.

187. Cox News Service, 7/11/97.
188. Deposit records of Crestar account of Citizens for Reform.

189. FEC public disclosure reports for Robert Harris, Gaspari, Gensemer, Duquette, Weaber,

" Doblin, available at www.tray.com.

190. Ctmpaignképon of Christian Leinbach, TR15 1163-1166.
191. Committee list of races where Triad was active.
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(Continued from page 01)

Citizens for Reform ran television advertisements lambasting Yellowtail for his admissions of an |
isrtlsl;ldent of spouse abuse, his failure to pay child support, and a burglary he committed while a college |
ent. '

t%ellowtail had admitted all of the transgressions, and Hill had promised not to make a campaign issue of
em.

Triad officials met with members of the Hill campaign, including his wife, Betty, and the campaign
shared polling data, news clips and budget information with them, Hill said. '

With the exception of the budget data, all of the information provided to Triad was already public, Hill
maintained.

Shortly after the meeting, the ads began running on television.

The Yellowtail campaign complained and so did the Hill campaign.

Republicans in a Senate committee this week cleared Hill of any wrongdoing. However, a minority
report, written by Democrats, is expected next week and Hill said he expects a less rosy assessment from
that group.

The committee examined whether there was any coordination between the Hill campaign and Triad.
Such planning would be illegal, under current campaign laws. Groups can run "issue" ads if they don't
openly advocate for or against a candidate. '
"There was no evidence of any coordination because no coordination occurred,” Hill said Friday.

He did say he will continue to share information with different groups and that he favors allowing
interest groups of all stripes to air their views.

"I don't think the appropriate thing is to tell people that they can't criticize me or criticize an opponent of
mine," Hill said. "That's just not the history of free political speech in this country.” ;

Even if he wanted to control such groups, he insisted, doing so would be illegal.

"If I tried to exert control that would be coordination,” he said. "That's the whole point. We're prohibited
from having any influence."

Joe Lamson, manager of the Yellowtail campaign, said Friday he isn't buying Hill's protestation of
impotence or his claim that he didn't work with Triad.

"This strange group just showed up in Helena, six weeks before the election and they (the Hill
campaign) just turned that information over to strangers?” Lamson said. "I don't think it works that
way." .

He noted that Triad, a group he maintains "existed to circumvent the campaign laws," selected a limited

number of campaigns to help. ;

3/7/98 9:08 AM
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"If Rick Hill really put his foot down, he could keep them out," Lamson insisted.

Hill said he favors changing campaign laws so "issue" groups would be forced, like political groups, to
reveal who they are and how much money they are spending.

A spokesman for his opponent in the 1998 election, Missoula County Attorney Dusty Deschamps,
declined comment on the issue.

"Dusty didn't have anything to do with the last campaign,” said spokesman Eric Tombre.

Lamson said Democrats will fill formal complaints with the Federal Elections Commission and the
Internal Revenue Service over Triad activities.

BACK

3/7/98 9:08 AM
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PO.BOX 217 e 433 NORTH LAST CHANCE GULCH
HELENA, MONTANA 59624
(406) 443-3620
FAX: (406) 443-3772

August 27, 1996

TO: Bennet, Celinda
FR: Joe

RE: Hill Poll Questions

The Hill campaign is polling in Montana. On Sunday evening,
August 25, Tim Bergstrom of Billings was called by a pollster
from an Oregon firm. He couldn't remember the name of the
company. Hill uses Moore Research out of Portland. The poll
appeared to be a joint poll of Plum Creek Timber and the Hill
campaign. A portion of the poll asked questions about people's
attitudes towards Plum Creek and forestry practices..

The pollster was a young woman, and told Tim he was the
first Democrat she interviewed. She said she was a Democrat
married to a Republican and was doing the poll to make a few
bucks. She was very friendly.

The Hill questions that Tim remembered were standard
favorability and face off questions. They then tried three
attack messages. The attack questions were:

1) Would you still vote for Bill Yellowtail if you knew he struck
his first wife so hard she had to be hospitalized?

2) Would you sfill vote for Bill Yellowtail if you knew he was
ten years late in paying back child support payments?

3) Would you still vote for Bill Yellowtail if you knew he voted
to reduce the penalties for senior citizen abuse?

Isn't this the same Rick Hill who has said on numerous
occasions that Bill Yellowtail's personal past was not an issue
in this campaign? Why you suppose he would be polling on such
topics?

Judy will be looking up the senior vote to see what that is
about when she gets back on Friday.

I believe we can expect to see a Rick Hill poll story at the
end of this week or early next week.
DUl NETWORK 15 WORwiAXs , As T was FAXING Twi® ME%h,
THE NGy B PAGES CAmd w pROny A PERSON aro
Wiy caw@d » Rozeman.

PAID FOR BY MONTANANS FOR BILL YELLOWTAIL * ROBIN TAWNEY, TREASURER +« P.O.BOX 217 ¢+ HELENA, MONTANA 59624
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|
advocacy expenditures with the Thune campaign, or that the Thune campaign had any
knowledge of or participation with Triad in its activities.

Under FECA and FEC regulations, the expenditure must be shown to have been made st
the request of the candidate ar the candidate’s agent, or based on information obtained from the
MM’ Communication in the abstract is not equivalent to coordination. The Commitree
found no evidence that Congressman Thune or anyone from his campaign staff directed the
substance or Jocation of issue advocacy expenditures made by CR and CREF. In fact, the
Committee has found no avidence that Congressman Thune or his campaign gven knew abomt
these issue ads before they were aired. Therefore, there is no basis w0 conclude that Triad

' illegally or impropetly coordinated issue advocacy expenditures with the Thune campaign

Another exarple illustrates the point more cleacly. During a visit with the campaign of
Rick Hill, a Republican congressional candidate in Monrana, Rodriguez Ieamed that the
Democrat candidate, Bill Yellowtail, had been involved in a spousal abuse incident. During the
audit, Rodriguez also lcamed that Hill did not intend 10 raise the issue in the campaign. In his
audit memonndun following the visit. Rodriguez described one of the Hill campaign's needs as
“3rd Party 10 *expose’ Yellowtail" for wife-beating.® Triad followed Rodrigue2’s advice and, in
the last weeks of the 1996 campaign, CR funded several nmdred thousand dollars worth of issue
ads that focused on Yellowrail's arrest for spousal abuse.

At first blush, this evidence suggests that CR, acting through Triad, selected the
substance and locarion of issue ads at the request of a congressional candidate. The Committee,

~ 2U.5.C. § 441a{aXTXBX1): see also 1) C.F.R. § 109.1(bX4XIXAL(B).
" Rick Hill Political Audic Memorandum, Sept. 24, 1996, p. 2 (Ex. 20).
28
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however, found evidence that indicates that the Hill campaign did pot ask Triad 1o air these ads,
Shortly after the CR issue ads began running in Montana, the Rick Hill campeiga contacted
Triad to provest the negarive advertising and demanded that the ads ccase immediately. On
;Omberzs. 1996, the Hill campaign’s lasvyes, Tom Hopwood, wrote to Mark Braden, the
aRorney for CR, decrying CR’s “unwanted {otrusion into this congtuucml campaign ™'
Hopwood noted that Rick Hill “was not consulted about these ads, had no knowledge of their
existence and most assuredly disapptoves of their content.™ He added that “this type of overtly
negative campaigning simply does not work in Montana. . . . Simply put, Montanans do not need
&wmﬂuetypcofcmmigningmbodied in your client’s ads.”®

In light of the contemporaneous letter from the Hill campaign and the inability to depose
Carolyn Malenick or Carlos Rodriguez, the Committee cannot conclude that CR funded the
Yellowrail issue ad at the request of Congressman Hill or his campaign. As a result, there is no
basis to conclude that Triad illegally or improperly coordinated issue ad expenditures with the
Hill campaign. _

In the case of&nm Vince Snowbarger, a Republican &umxum.tyeuis'
evidence of contact between his campaign staff and Rodriguez. Howevet, the Committee has not
found any documents or testimony t0 support a finding of coordination. Rodriguez met with

Snowbarger’s campaign staff in June of 1996 and provided the staff a detailed fundraising

" Leaer from Tom K. Hopwooed, Counsel far the Rick Kill for Congress Commiree, to §. Murk Braden,
Counse! for CR. Oet. 23, 1997 (Ex. 21).
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